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Introduction

HE Year of Crisis had definitely passed by the time
we entered the year 1934. The panic and fear which
had descended upon the American people by March
4, 1933, had been completely dissipated as they
realized that the Legislative and Executive branches
of their Government were willing and ready to use all of the
power and resources of the Nation to alleviate suffering, prevent
further disaster, and rebuild the structure of economic life upon
firmer foundations of social justice. In industry, in labor, in
farming, things were steadily getting better. The improvement
was evident not only by the general widespread feeling of in-
creased well-being in practically all walks of life, but also by the
statistics of business and agricultural output and values.

The steady course of improvement which began in March,
1933, reached its 1934 peak during the month of May, as shown
by the leading economic indexes of the period. During that
period employment in manufacturing industries increased 4o
percent; average weekly earnings in these industries increased 28
percent; manufacturing payrolls increased 8o percent; industrial
production increased 48 percent; freight car loadings increased
g1 percent; and wholesale prices increased 22 percent. The 40
percent increase in manufacturing employment involved an addi-
tion of approximately 2,000,000 wage earners to the payrolls of
the factories of the Nation. This amount of reemployment, taken
together with the 28 percent increase of average weekly earnings,
meant that there was being added to the pay envelopes of workers
in manufacturing industry the sum of $61,500,000 each week.

Employment increased similarly in non-manufacturing busi-
ness. The estimated increase from March, 1933, to May, 1934, in
both manufacturing and non-manufacturing businesses, was
4,711,000 workers. In the same period cash income from farm
products increased 48 percent. The value of new building con-
struction permits issued increased §8 percent.

In comparison with these increases, the increase in the cost
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of living, as indicated in the economic indexes, was only 6
percent.

But this year of advance of recovery was also a year of advance
of reform. As I pointed out in the Introduction to Volume II,
while we were determined in 193§ to bring about recovery for
all economic groups and for all types of economic activity, we
were equally determined to effect reform where abuses existed, in
order to make our recovery a more lasting one.

During that first year and during 1934, the important reforms
of 1933 still continued to promote and insure the revival of trade
and agriculture. The sounder banking system and the insistence
upon telling the truth in selling securities to the public; the
abolition of child labor; the discouragement of sweated labor; the
outlawing of unfair trade practices; the rational control of farm
surpluses; the attainment of a sounder and fairer currency; the
promotion of our good-neighbor policy with the rest of the world;
the protection of public utility investors and consumers; the
encouragement of more efficient industrial relationships through
collective bargaining and through labor boards set up to prevent
exploitation of labor —all of these were bringing about a nation-
wide deeper sense of security and an increased confidence in the
newer foundations of a more permanent economic structure, as
the Year of Crisis faded away and as recovery proceeded.

What we had done in 1933 in the way of reform was supple-
mented and augmented by what we did in 1934: in adopting
Federal supervision and regulation for securities and commod-
ities exchanges; in our steps taken to stamp out crime, gangsters
and racketeering; in the partial improvement of our Federal
judicial procedure; in the reform of our foreign trade structure
through reciprocal trade agreements; in the beginnings of our
comprehensive program of making proper use of land, water and
minerals throughout the United States through the establishment
of the National Resources Board; in the reform of the use of the
Great Plains of the United States by our regulatory grazing legis-
lation; in the establishment of a sounder currency by our new gold
and silver legislation; in the betterment of our treatment of the

4



Introduction

Indians of the Nation; and, above all, in the beginning of our
whole program of social security through the appointment of a
Committee to devise and recommend a Federal system of old-age
assistance, unemployment insurance and other forms of help to
underprivileged groups.

With the passing of the dark days of early March, 1933, a small
minority, which gradually grew in number, had begun to clamor
that reform should cease. A great many of these people, in good
faith, urged as the reason for this demand the fear that continued
reform might jeopardize continued recovery. They still were
unable to realize that permanent recovery was impossible without
the eradication of the economic and social maladjustments which
permitted wealth and prosperity to concentrate in the control of
a few, while fully a third of our population continued unable to
provide themselves and their families with decent food, clothing
and homes.

But the. most vociferous opponents of reform in this small
minority were actuated not by any conscientious apprehension
about further recovery, but by a realization that their own eco-
nomic control and power, which they had enjoyed during the
so-called boom era, were being destroyed. Through speculative
use of other people’s money, through the exploitation of labor
which could not bargain on equal terms, through unrestrained
power to manipulate corporate securities, finances and devices,
this handful of men had been able to build up economic em-
pires for themselves, which not only controlled the labor, prop-
erty and lives of thousands of their fellow citizens, but in some
cases dominated the processes of Government itself. They saw in
the various changes of the two years 1933 and 1934 the beginnings
of the crumbling of their own power.

This small minority became even more vocal as the recovery
of 1934 increased. To promote their own advantage, they began a
vast expensive campaign of propaganda (often with their stock-
holders’ money) to appeal to the electorate of the Nation to stop
the whole program of reform.

In the fall of 1934 there were to come the general Congres-
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sional elections —the first to be held since the election of 1932
which had swept the Democratic Party into office. The Congres-
sional political campaign of 1934 was definitely a lining up of
those on the one hand who wished to stop the New Deal in its
tracks, and those on the other hand who wished to see it go
further along the lines it had laid down. Even back in that cam-
paign of 1934 we began to hear the same propaganda which later,
in the Presidential campaign of 1936, became more vociferous
though equally futile: “usurpation of power by the Executive”;
“unconstitutional legislation”; “stifling taxation and debts”; “im-
minent Federal bankruptcy.”

Even some of the members of my own party, who had been
elected on the 1932 Democratic platform which was being car-
ried out in 1933 and 1934, began to urge a change in the policies
of the Administration lest, as they urged, the Congressional elec-
tions of 1934 turn against us. The great majority of my party,
however, continued to stand on the platform on which they had
been voted into office.

The forebodings of the few members of my own party, and the
triumphant predictions of the opposition, that the elections of
1934 would be a repudiation by the electorate of the objectives
and the methods which were being pursued in Washington, did
not materialize. I am frank to say that I myself hardly believed
that we would be able to maintain the same overwhelming ma-
jority of Congressmen as had been returned by the elections of
1932. The Senate was composed of 60 Democratic members, 3
Republican members and one Farmer-Labor member; and the
House of Representatives was composed of §10 Democratic mem-
bers, 117 Republican members, and 5 Farmer-Labor members.
I felt very dubious that in an off-year such as 1934 this percentage
could be increased or even maintained, though I felt confident
that the overwhelming majority of the people of the United
States clearly understood what we were doing and approved.
I was hopeful, however, that we would be able to maintain a
substantial majority.

I am frank to confess my surprise at the results of the 1934
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elections under the circumstances. They resulted in a Senate of
69 Democrats, 25 Republicans, one Progressive, and one Farmer-
Laborite; and in a House of Representatives consisting of g22
Democrats, 102 Republicans, # Progressives and g Farmer-Labor-
ites—a Democratic increase of g Senators and 12 members of
the House. The popular vote throughout the United States for
members of the House was 17,519,821 Democratic and 18,434,-
4717 Republican; for United States Senators 12,465,340 Demo-
cratic and 10,968,146 Republican.

The elections of 1934 confirmed the belief of the leaders and
members of the Congress, and my own belief,that the people were
satisfied with our efforts to bring about a continuation of the
Advance of Recovery and Reform which are outlined in the pages

of this volume.
%«ttf//—; W—zfowz/h
Washington, D. C.

November 15, 1937



1 (Annual Message to the Congress.

January 3, 1934
Mr. President, Mr. Speaker, Senators and Representatives in Congress:

CcOME before you at the opening of the Regular Session of the

#3d Congress, not to make requests for special or detailed

items of legislation; I come, rather, to counsel with you, who,

like myself, have been selected to carry out a mandate of the

whole people, in order that without partisanship you and I
may cooperate to continue the restoration of our national well-
being and, equally important, to build on the ruins of the past a
new structure designed better to meet the present problems of
modern civilization.

Such a structure includes not only the relations of industry
and agriculture and finance to each other but also the effect which
all of these three have on our individual citizens and on the whole
people as a Nation.

Now that we are definitely in the process of recovery, lines
have been rightly drawn between those to whom this recovery
means a return to old methods —and the number of these people
is small —and those for whom recovery means a reform of many
old methods, a permanent readjustment of many of our ways of
thinking and therefore of many of our social and economic ar-
rangements.

Civilization cannot go back; civilization must not stand still.
We have undertaken new methods. It is our task to perfect, to
improve, to alter when necessary, but in all cases to go forward.
To consolidate what we are doing, to make our economic and so-
cial structure capable of dealing with modern life is the joint task
of the legislative, the judicial, and the executive branches of the

~.national Government.

Without regard to party, the overwhelming majority of our
people seek a greater opportunity for humanity to prosper and
find happiness. They recognize that human welfare has not in-

creased and does not increase through mere materialism and lux-
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ury, but that it does progress through integrity, unselfishness, re-
sponsibility and justice.

In the past few months, as a result of our action, we have de-
manded of many citizens that they surrender certain licenses to
do as they please in their business relationships; but we have
asked this in exchange for the protection which the State can give
against exploitation by their fellow men or by combinations of
their fellow men.

I congratulate this Congress upon the courage, the earnestness
and the efficiency with which you met the crisis at the Special Ses-
sion. It was your fine understanding of the national problem that
furnished the example which the country has so splendidly fol-
lowed. I venture to say that the task confronting the First Con-
gress of 1789 was no greater than your own.

I shall not attempt to set forth either the many phases of the
crisis which we experienced last March, or the many measures
which you and I undertook during the Special Session that we
might initiate recovery and reform.

It is sufficient that I should speak in broad terms of the results
of our common counsel.

The credit of the Government has been fortified by drastic re-
duction in the cost of its permanent agencies through the Econ-
omy Act.

With the twofold purpose of strengthening the whole finan-
cial structure and of arriving eventually at a medium of exchange
which over the years will have less variable purchasing and debt-
paying power for our people than that of the past, I have used
the authority granted me to purchase all American-produced gold
and silver and to buy additional gold in the world markets. Care-
ful investigation and constant study prove that in the matter of
foreign exchange rates certain of our sister Nations find them-
selves so handicapped by internal and other conditions that they
feel unable at this time to enter into stabilization discussion
based on permanent and world-wide objectives.

The overwhelming majority of the banks, both national and
State, which reopened last spring, are in sound condition and
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have been brought within the protection of Federal insurance.
In the case of those banks which were not permitted to reopen,
nearly six hundred million dollars of frozen deposits are being
restored to the depositors through the assistance of the national
Government.

We have made great strides toward the objectives of the Na-
tional Industrial Recovery Act, for not only have several millions
of our unemployed been restored to work, but industry is organ-
izing itself with a greater understanding that reasonable profits
can be earned while at the same time protection can be assured
to guarantee to labor adequate pay and proper conditions of
work. Child labor is abolished. Uniform standards of hours and
wages apply today to g5 percent of industrial employment within
the field of the National Industrial Recovery Act. We seek the
definite end of preventing combinations in furtherance of mo-
nopoly and in restraint of trade, while at the same time we seek
to prevent ruinous rivalries within industrial groups which in
many cases resemble the gang wars of the underworld and in
which the real victim in every case is the public itself.

Under the authority of this Congress, we have brought the
component parts of each industry together around a common
table, just as we have brought problems affecting labor to a com-
mon meeting ground. Though the machinery, hurriedly devised,
may need readjustment from time to time, nevertheless I think
you will agree with me that we have created a permanent feature
of our modernized industrial structure and that it will continue
under the supervision but not the arbitrary dictation of Govern-
ment itself.

You recognized last spring that the most serious part of the
debt burden affected those who stood in danger of losing their
farms and their homes. I am glad to tell you that refinancing in
both of these cases is proceeding with good success and in all
probability within the financial limits set by the Congress.

But agriculture had suffered from more than its debts. Actual
experience with the operation of the Agricultural Adjustment
Act leads to my belief that thus far the experiment of seeking a
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balance between production and consumption is succeeding and
has made progress entirely in line with reasonable expectations
toward the restoration of farm prices to parity. I continue in my
conviction that industrial progress and prosperity can only be at-
tained by bringing the purchasing power of that portion of our
population which in one form or another is dependent upon agri-
culture up to a level which will restore a proper balance between
every section of the country and between every form of work.

In this field, through carefully planned flood control, power
development and land-use policies in the Tennessee Valley and
in other great watersheds, we are seeking the elimination of
waste, the removal of poor lands from agriculture and the en-
couragement of small local industries, thus furthering this prin-
ciple of a better balanced national life. We recognize the great
ultimate cost of the application of this rounded policy to every
part of the Union. Today we are creating heavy obligations to
start the work because of the great unemployment needs of
the moment. I look forward, however, to the time in the not dis-
tant future, when annual appropriations, wholly covered by cur-
rent revenue, will enable the work to proceed under a national
plan. Such a national plan will, in a generation or two, return
many times the money spent on it; more important, it will elimi-
nate the use of inefficient tools, conserve and increase natural re-
sources, prevent waste, and enable millions of our people to take
better advantage of the opportunities which God has given our
country.

I cannot, unfortunately, present to you a picture of complete
optimism regarding world affairs.

The delegation representing the United States has worked in
close cooperation with the other American Republics assembled
at Montevideo to make that conference an outstanding success.
We have, I hope, made it clear to our neighbors that we seek
with them future avoidance of territorial expansion and of inter-
ference by one Nation in the internal affairs of another. Further-
more, all of us are seeking the restoration of commerce in ways
which will preclude the building up of large favorable trade bal-
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ances by any one Nation at the expense of trade debits on the
part of other Nations.

In other parts of the world, however, fear of immediate or fu-
ture aggression and with it the spending of vast sums on arma-
ment and the continued building up of defensive trade barriers
prevent any great progress in peace or trade agreements. I have
made it clear that the United States cannot take part in political
arrangements in Europe but that we stand ready to cooperate at
any time in practicable measures on a world basis looking to im-
mediate reduction of armaments and the lowering of the barriers
against commerce.

I expect to report to you later in regard to debts owed the Gov-
ernment and people of this country by the Governments and
peoples of other countries. Several Nations, acknowledging the
debt, have paid in small part; other Nations have failed to pay.
One Nation — Finland — has paid the installments due this coun-
try in full.

Returning to home problems, we have been shocked by many
notorious examples of injuries done our citizens by persons or
groups who have been living off their neighbors by the use of
methods either unethical or criminal.

In the first category —a field which does not involve violations
of the letter of our laws — practices have been brought to light
which have shocked those who believed that we were in the past
generation raising the ethical standards of business. They call for
stringent preventive or regulatory measures. I am speaking of
those individuals who have evaded the spirit and purpose of our
tax laws, of those high officials of banks or corporations who have
grown rich at the expense of their stockholders or the public, of
those reckless speculators with their own or other people’s money
whose operations have injured the values of the farmers’ crops
and the savings of the poor.

In the other category, crimes of organized banditry, cold-
blooded shooting, lynching and kidnapping have threatened our
security.

These violations of ethics and these violations of law call on
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the strong arm of Government for their immediate suppression;
they call also on the country for an aroused public opinion.

The adoption of the Twenty-first Amendment should give ma-
terial aid to the elimination of those new forms of crime which
came from the illegal traffic in liquor.

I shall continue to regard it as my duty to use whatever means
may be necessary to supplement State, local and private agencies
for the relief of suffering caused by unemployment. With respect
to this question, I have recognized the dangers inherent in the di-
rect giving of relief and have sought the means to provide not
mere relief, but the opportunity for useful and remunerative
work. We shall, in the process of recovery, seek to move as rapidly
as possible from direct relief to publicly supported work and
from that to the rapid restoration of private employment.

It is to the eternal credit of the American people that this tre-
mendous readjustment of our national life is being accomplished
peacefully, without serious dislocation, with only a minimum of
injustice and with a great, willing spirit of cooperation through-
out the country.

Disorder is not an American habit. Self-help and self-control
are the essence of the American tradition —not of necessity the
form of that tradition, but its spirit. The program itself comes
from the American people.

It is an integrated program, national in scope. Viewed in the
large, it is designed to save from destruction and to keep for the
future the genuinely important values created by modern soci-
ety. The vicious and wasteful parts of that society we could not
save if we wished; they have chosen the way of self-destruction.
We would save useful mechanical invention, machine produc-
tion, industrial efficiency, modern means of communication,
broad education. We would save and encourage the slowly grow-
ing impulse among consumers to enter the industrial market
place equipped with sufficient organization to insist upon fair
prices and honest sales.

But the unnecessary expansion of industrial plants, the waste
of natural resources, the exploitation of the consumers of natural
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monopolies, the accumulation of stagnant surpluses, child labor,
and the ruthless exploitation of all labor, the encouragement of
speculation with other people’s money, these were consumed in
the fires that they themselves kindled; we must make sure that
as we reconstruct our life there be no soil in which such weeds
can grow again.

We have plowed the furrow and planted the good seed; the
hard beginning is over. If we would reap the full harvest, we
must cultivate the soil where this good seed is sprouting and the
plant is reaching up to mature growth.

A final personal word. I know that each of you will appreciate
that I am speaking no mere politeness when I assure you how
much I value the fine relationship that we have shared during
these months of hard and incessant work. Out of these friendly
contacts we are, fortunately, building a strong and permanent tie
between the legislative and executive branches of the Govern-
ment. The letter of the Constitution wisely declared a separation,
but the impulse of common purpose declares a union. In this
spirit we join once more in serving the American people.

2 (Secretary of the Treasury Woodin Resigns.

January 1, 1934

The following correspondence was made public today at the White
House:

Tucson, Arizona,
December 13, 1933
Dear Governor: .

It is with great regret that I am compelled to tender you my
resignation as Secretary of the Treasury, to take effect at your
convenience any time before January first.

The state of my health will not permit me to remain in this
position.

I cannot express what a wrench it is to me to leave your official
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family and you must know how proud and happy I have been to
have served you. ‘
With great admiration and affection.
Faithfully yours,
W. H. WOODIN

The White House,
Washington, D. C., December 20, 1933
Dear Will:

That you feel you must definitely leave the Treasury post by
the end of the year is, of course, a great sorrow to me; but I am
even more saddened by the thought that the throat is still giving
trouble. I know, however, that it is of the highest importance
that you shelve all official cares, and that with your fine courage
and constitution you will soon get wholly well. Remember that
when that day comes you are wanted and needed in the service of
the country. Your calm, practical and courageous action in the
difficult days of last spring and summer will always be remem-
bered.

All of us miss you greatly and all of us send you our devoted
regards.

Henry Morgenthau, Jr., will go in on January 1, and I am
happy in the thought that you so strongly approve the choice.

Take care of yourself.

Faithfully and affectionately yours,
FRANKLIN D. ROOSEVELT
Hon. William H. Woodin,
Tucson, Arizona.
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3 (The Annual Budget Message. January g,

1934
To the Congress of the United States:

I transMIT herewith the Budget for the year ending June o,
1935. It contains also estimates of receipts and expenditures for
the current year ending June g0, 1934, and includes statements
of the financial operations or status of all governmental agencies,
including the Reconstruction Finance Corporation. The esti-
mates herein given and included in the Budget have to do with
general and special funds —the Government’s moneys. They do
not relate to trust and contributed funds, which are not Govern-
ment moneys, except where expressly referred to as such.

GENERAL FINANCIAL POSITION

In my annual message to the Congress I have already summa-
rized the problems presented by the deflationary forces of the de-
pression, the paralyzed condition which affected the banking sys-
tem, business, agriculture, transportation, and, indeed, the whole
orderly continuation of the Nation’s social and economic system.

I have outlined the steps taken since last March for the re-
sumption of normal activities and the restoration of the credit of
the Government.

Of necessity these many measures have caused spending by the
Government far in excess of the income of the Government. .
The results of expenditures already made show themselves in
concrete form in better prices for farm commodities, in renewed
business activity, in increased employment, in reopening of and

restored confidence in banks, and in well-organized relief.

THE CURRENT FISCAL YEAR

(Ending June 30, 1934)
Exclusive of debt retirement of $488,141,500 for this year, Budget
estimates of expenditures, including operating expenses of the

regular Government establishments and also all expenditures
16
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which may be broadly classed as caused by the necessity for recov-
ery from the depression will amount this year (ending June 3o,
1934) to $9,403,006,967. (See Budget Statement No. g, table A.)

This total falls in broad terms into the following classifications:

Expenditures for fiscal year ending June 30, 1934

General:

Departmental $2,899,116,200
Legislative 17,718,500
Independent establishments 616,857,064
$3.533,691,767
Less public-debt retirements ... 488,171,500
Total, general $3,045,520,267

Emergency:
Public Works Administration $1,697,190,800
Agricultural Adjustment Administration .......... 108,250,000
Farm Credit Administration 40,000,000
Emergency Conservation Work ... 341,705,600
Reconstruction Finance Corporation __.............. 3,969,740,300
Tennessee Valley Authority 19,000,000
Federal Land Banks 52,350,000
Federal Deposit Insurance Corporation _........... 150,000,000
National Industrial Recovery Administration.... 4,250,000
Total, emergency $6,357,486,700

Total, general and emergency, less public-
debt retirements $9,403,006,96%7

As against these expenditures, which have either been appro-
priated for or for which appropriations are asked, the estimated
receipts for this fiscal year (ending June go, 1934) are $3,259,-
938,756. (See Budget Statement No. 2, table A.)

On this basis, including, however, certain additional expendi-
tures for 1934 which are not included in the Budget estimates
but which I believe to be necessary and amounting to $1,166,-
000,000 as shown in a subsequent table herein, the excess of ex-
penditures over receipts will be $7,309,068,211. Interest charges
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on the borrowings in excess of Budget estimates will slightly in-
crease this figure.

On the basis of these estimates, the public debt, in the strict
sense of the term, at the expiration of this fiscal year will there-
fore amount to approximately $29,847,000,000, or an increase as
shown above of $7,309,068,211.

However, as against this increase in the total debt figure, it is
right to point out that the various governmental agencies have
loans outstanding with a book value of $3,558,516,189 against
which collateral or assets have been pledged.

In order to make clear to the Congress what our borrowing
problem is for the next 6 months, permit me to remind you that
we shall have to borrow approximately 6 billion dollars of new
money and, in addition, 4 billion dollars to meet maturities of a
like amount.

THE FISCAL YEAR 1935

(Ending June g0, 1935)

The Budget estimates of expenditures, exclusive of debt retire-
ment of $525,768,800 and exclusive also of such sum as may be
necessary for new and extraordinary recovery purposes, for the
fiscal year ending June 3o, 1935, amount to $3,960,798,700.

Again summarizing the main headings of these expenditures,
they fall into the following items:

Expenditures for fiscal year ending June 30, 1935

General:
Departmental .. $3,202,074,900
Legislative 18,734,500
Independent establishments 542,466,600
$3,763,276,000
Less public-debt retirements .................... 525,763,800

Total, general . $3.237,512,200
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Emergency:

Public Works Administration - $1,089,883,100
Agricultural Adjustment Administration __..._.... 5,000,000
Emergency conservation work ... 65,190,000
Reconstruction Finance Corporation ... ... 1 480,436,600
Tennessee Valley Authority ... 31,000,000
Federal land banks ________..__.. 12,650,000

Total, emergency $ 723,286,500

Total, general and emergency, less public-
debt retirements . $3.960,798,700

1 Excess of credits—deduct.

It will be noted that many of these items such as public works
fall under appropriations made in 1933, the actual expenditures
not taking place until after June go, 1934. (For details of above
expenditures see Budget Statement No. g, table A.)

The above figures do not include additional loans by the Re-
construction Finance Corporation. If its loaning authority is ex-
tended beyond June 30, 1934, it is contemplated that any addi-
tional loans by it would thereafter be taken from the new and ad-
ditional recovery fund hereinafter referred to.

The estimates of receipts for the next fiscal year (ending June
30, 1935), exclusive of foreign-debt payments, of increased liquor
taxes and of increased revenue flowing from amendments to the
existing revenue law, amount to $3,974,665.479. (See Budget
Statement No. 2, table A.)

Therefore, exclusive of debt retirement, these Budget esti-
mates for the next fiscal year show a small surplus of $13,866,779.
But it must be borne in mind that this surplus does not include
any additional expenditures for extraordinary recovery purposes.

It is clear that the necessity for relief and recovery will still be
with us during the year 1934-35. Additional relief funds will be
necessary. Further needs of the country prohibit the abrupt ter-
mination of the Recovery Program. No person can on this date
definitely predict the total amount that will be needed, or the
itemizing of such an amount. It is my best judgment at this time
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that a total appropriation of not to exceed 2 billion dollars will,
with the expenditures still to be made next year out of existing
appropriations, be sufficient.

I shall therefore ask the Congress for appropriations approxi-
mating that amount.

This amount is not included in the Budget estimates. If ap-
propriated and expended, therefore, it will change the small esti-
mated surplus of 14 million dollars into a debt increase of nearly
2 billion dollars. It is only fair, of course, to say that such a debt
increase would be partially offset by loans made against collateral
and assets pledged.

Therefore, the total debt, if increased by the sum of 2 billion
dollars during the fiscal year 1935, would amount to approxi-
mately $31,834,000,000 on June go, 1935. It is my belief that
so far as we can make estimates with our present knowledge,
the Government should seek to hold the total debt within this
amount. Furthermore, the Government during the balance of
this calendar year should plan to bring its 1936 expenditures, in-
cluding recovery and relief, within the revenues expected in the
fiscal year 1936.

Let me put it another way: The excess of expenditures over
receipts during this fiscal year amounts to over % billion dollars.
My estimates for the coming fiscal year show an excess of expendi-
tures over receipts of 2 billion dollars. We should plan to have a
definitely balanced Budget for the third year of recovery and
from that time on seek a continuing reduction of the national
debt.

This excess of expenditures over revenues amounting to over
g billion dollars during 2 fiscal years has been rendered necessary
to bring the country to a sound condition after the unexampled
crisis which we encountered last spring. It is a large amount, but
the immeasurable benefits justify the cost.

The following table shows expenditures and receipts for the
fiscal years 1934 and 1935 as contained in the Budget, plus the
additional expenditures which will be made out of additional au-
thorizations and appropriations here recommended. It shows,
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also, the estimated increase in the public debt and the book value

of assets held as security against loans:

2-year period

1 1
934 935 1934-35
Receipts!. .. covviininnnnnnnnn. $3,259,938,756 |$3,974,665,479 |$7,234,604,235
Expenditures (exclusive of debt re-
tirement):
General...........cccvvvnnn 2,530,%720,267 | 2,486,768,200 | 5,017,488,467
Agricultural Adjustment Ad-
ministration. .. ........... 514,800,000 750,744,000 | 1,265,544 ,000
Emergency?. .. ............. 6,357,486, 700 723,286,500 | 7,080,%773,200
9,403,006,967 | 3,960,%98,700 (13,363,805,667
Additional expenditures from
additional appropriations. . .| 1,166,000,000 | 2,000,000,000 | 3,166,000,000
Total expenditures. ...... 10,569,006,967 | 5,960,798,700 |16,529,805,667
Increase in debt?. ........... 7,309,068,211 | 1,986,133,221 | 9,295,201,432
Estimated book value of assets
held as security for loans....|....... ..o oo oo 5,461,969,273

1 These estimates of receipts are predicated on Federal Reserve Board average index of
industrial production of 81 for the fiscal year 1934 and of g8 for the fiscal year 1935:

Calendar Fiscal
year year
average average
TO20 . ¢ ottt 119 118
2 o2 P 96 110
€ 3 PP 81 8y
€ 2 AP 64 70
€ ;3 J e e 76 64
e b 85 b 81
e TS PR PP b g8

¢ Partially estimated.
b Estimated.

2 These include net expenditures after deducting Reconstruction Finance Corporation

repayments in 1935 of $480,436,600.

3 This figure does not include contingent liabilities such as Reconstruction Finance Cor-
poration debentures issued to banks and other institutions.
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APPROPRIATIONS

The Budget estimates of appropriations for 1935, exclusive of
Agricultural Adjustment Administration benefit payments and
refunds of processing taxes, but inclusive of all other appropria-
tions for regular departments and independent establishments
including interest on the debt and debt retirement, are $2,980,-
293,833.60. When compared with Budget estimates of appropria-
tions transmitted in the Budget for 1934, they show a reduction
of $684,913,167.

A tabular comparative summary of receipts, estimates, appro-
priations, and expenditures, classified according to general and
emergency items and listed by departments and under other gen-
eral heads, appears in Budget Statement No. 1, Table B.

TAXES

The estimates of receipts take no account of the additional rev-
enue which may be obtained from an increase in liquor taxes and
from the proposed changes in the income-tax law. Since neither
of these tax measures has come before Congress as yet, no accu-
rate estimate can be made of their yield. However, if, as proposed
by the Committee of Ways and Means, the tax on distilled spirits
is increased from $1.10 a gallon to $2 a gallon, and the rates of
tax on wines are also increased, the estimated revenue would be
increased by approximately $50,000,000, assuming that consump-
tion is not affected by additional gallonage taxes imposed by the
States. Considerable additional revenue can also be secured from
administrative changes in the income-tax law, which may amount
to as much as $150,000,000 for a full year.

The estimates for the Post Office Department are predicated
upon a continuation of the g-cent postal rate for non-local mail.
It is highly important that this rate be continued. I recommend
its continuance.

ECONOMY LEGISLATION

The estimates of appropriations submitted in the Budget are
predicated on the continuation of certain economy legislative
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provisions which I ask to be enacted and which are appended
hereto. The most important is that having to do with reduction
of compensation of Federal employees. It is eminently fair that,
the cost of living having fallen as compared with 1928, the em-
ployees of the Government sustain some reduction in compensa-
tion. This is not inconsistent with our policy of advocating an in-
crease in wages in industry. For wages there had fallen far beyond
any reduction contemplated for Federal employees and in most
grades are even now substantially below compensation paid Fed-
eral employees under the maximum reduction of 15 percent.

Among the legislative provisions appended hereto is one pro-
hibiting automatic increases in compensation except in the Army,
Navy, and Marine Corps. The personnel of these three services
are engaged in a life service to their country. Some, by reason of
the pay freezes, have sustained reduction in compensation of
more than 25 percent. They are, therefore, in a different cate-
gory from those in other governmental agencies. They should, in
1935, be released from the restrictions on automatic increases in
compensation.

CONTROL

Up to now there has been no coordinated control over emer-
gency expenditures. Today, by Executive order, I have imposed
that necessary control in the Bureau of the Budget.

Heretofore, emergency expenditures have not been subject to
audit by the Comptroller General of the General Accounting Of-
fice. Today I am, by Executive order, reposing in him the au-
thority to conduct such an audit and to continue to audit each
such expenditure. Hereafter, therefore, just as in the departmen-
tal expenditures, there will be, in emergency expenditures, a pre-
Budget and a post-audit.

By reason of the fact that the Bureau of the Budget has had no
control in the past over the various expenditures, obligations,
and allotments made by the emergency organizations, the task of
preparing the present Budget has been the most difficult one
since the Budget and Accounting Act went into effect in 1921.
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These difficulties, in future years, will be substantially mini-
mized by the control which I have established.

* ¥ %

It is evident to me, as I am sure it is evident to you, that power-
ful forces for recovery exist. It is by laying a foundation of con-
fidence in the present and faith in the future that the upturn
which we have so far seen will become cumulative. The corner-
stone of this foundation is the good credit of the Government.

It is, therefore, not strange, nor is it academic, that this credit
has a profound effect upon the confidence so necessary to permit
the new recovery to develop into maturity.

If we maintain the course I have outlined, we can confidently
look forward to cumulative beneficial forces represented by in-
creased volume of business, more general profit, greater employ-
ment, a diminution of relief expenditures, larger governmental
receipts and repayments, and greater human happiness.

For later budget message of this year, see Item 83, this volume, May
15, 1934.

4 (The President Welcomes the First Ambassa-
dor of the Union of Soviet Socialist Republics.

January 8, 1934
Mr. Ambassador:

I am very happy to receive the letters accrediting you as Ambas-
sador Extraordinary and Plenipotentiary of the Union of Soviet
Socialist Republics and to welcome you in that capacity.

The foundation has now been laid for the development of gen-
uinely friendly relations and close cooperation between the Gov-
ernments of the United States of America and the Union of Soviet
Socialist Republics. It will be your privilege and mine to work
together in the task of building upon that foundation a perma-
nent structure of friendship and collaboration.
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A deep love of peace is the common heritage of the people of
both our countries and I fully agree with you that the coopera-
tion of our great Nations will inevitably be of the highest im-
portance in the preservation of world peace. The successful ac-
complishment of this mutual task will be of immediate and last-
ing benefit not only to the people of our countries but to all
peace-loving peoples everywhere.

I welcome you personally, Mr. Ambassador, with especial sat-
isfaction. On more than one occasion during recent years you
have shown your friendliness for the American people. This has
not been unnoted or unappreciated by the Government of the
United States and I consider it most auspicious that the Govern-
ment of the Union of Soviet Socialist Republics should have se-
lected as its first Ambassador to this country not only one of its

"most distinguished citizens but also one whose friendly feelings
for this country are well known.

You may be assured, Mr. Ambassador, of reciprocally friendly
feelings toward you on the part of the American Government
and people. Members and officials of this Government will do all
in their power to cooperate with you and will be glad to lend you
every assistance that may contribute to the accomplishment of
your mission, the success of which is greatly desired by my own
as well as your Government.

I trust that you will inform His Excellency, the President of
the Central Executive Committee, the Government, and the peo-
ple of the Union of Soviet Socialist Republics that their kind
messages of good-will are deeply appreciated and that I send in
return sincere wishes for their peaceful progress and happiness.
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Reduction in Pay of Federal Employees
5 (White House Statement on Executive Order
Fixing Reduction in Pay of Federal Employees.

January 9, 1934

"ThE President today signed an Executive Order continuing the
fifteen percent reduction in compensation of Federal officers and
employees until June 30, 1934.

The Department of Labor reported two sets of findings. The
first, based on the cost of living for families of wage earners and
lower salaried workers in 32 cities scattered throughout the
United States, reveals that the average cost of living for these
groups in our population was, during the last half of 1933, 21.1
below the average of the base period of December, 1924, and
June, 1928. In this set of findings the decline in the cost of living
in the District of Columbia for similar families was 14.9.

The second set of findings resulted from a special study of the
cost of living of Government employees in the District of Colum-
bia and was made during the past three months by the Labor De-
partment. These show a decline in the cost of living of 14.6
percent.

In view of the above and because the law provides for index
figures covering all parts of the country, it is necessary to continue
the present scale until June go, 1934.

NOTE: The foregoing statement omy Act in fixing reductions in the
with reference to the Executive Or- salaries of Federal employees in ac-
der continuing reduction in pay cordance with fluctuations in the

shows the method of computation cost of living. This process is de-
which was adopted after the Econ- scribed in Item 12, Vol. II.
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6 (A Recommendation for Legislation to Guar-
antee Principal of Farm Mortgage Bonds.

January 10, 1934
To the Congress:

I mAvE already suggested to the Congress that one of our tasks,
in the light of experience, is to improve and perfect previous
legislation.

I now recommend that the Emergency Farm Credit Act of 1933
be amended to provide responsibility by the Government for the
payment of the principal of, as well as interest on, bonds issued.

Two billion dollars of bonds were authorized. While the in-
terest was guaranteed, the ultimate obligation of the Government
for payment of the principal was not legally assumed. We should
supplement what most of us frankly believe to be the moral re-
sponsibility of the Government by adding the necessary legal re-
sponsibility. The result of providing a bond on which both the
principal and interest are guaranteed would be to put such bonds
on a par with Treasury securities.

By setting up a corporation to issue these bonds, the important
task of refinancing agricultural indebtedness can be continued on
virtually a self-sustaining basis.

The Farm Credit Administration is expediting the disburse-
ment of funds. In order that progress in making loans may be
uninterrupted, I hope that the Congress will give attention to
this subject as soon as possible.

It is true that technically the responsibilities of the Govern-
ment will be increased by the amount of $2,000,000,000.00, but
it seems in every way right that we thus publicly acknowledge
what amounts already to a moral obligation. In any event, the se-
curities to be offered are backed, not only by the credit of the
Government, but also by physical property of very definite value.

NOTE: Because of the restricted became necessary to provide Gov-
condition of the money market it ernment assistance in raising money
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with which to carry on the program
of refinancing farm mortgages (see
Items 29 and 54 of Vol. II).

The original Emergency Farm
Mortgage Act of 1933 directed the
Reconstruction Finance Corpora-
tion to make available to the Land
Bank Commissioner the sum of
$200,000,000 for the purpose of mak-
ing the so-called Commissioner
loans. It later became evident that
the $200,000,000 would not be suf-
ficient to meet the great number of
demands for refinancing loans which
had come in and were continuing
to come in from farmers through-
out the country.

The foregoing message recom-
mended that the Government
should raise the money by guaran-
teeing the principal as well as the
interest of bonds issued for this
purpose.

Pursuant to that recommendation
the Federal Farm Mortgage Cor-
poration Act was passed (Pub. No.
88, 73d Congress; 48 Stat. 344, ap-
proved January g1, 1934). Its aims
were: (1) to assist in financing the
Federal Land Banks during the pe-
riod of emergency; and (2) to pro-
vide funds for Land Bank Commis-
sioner loans.

The capital of the Federal Farm
Mortgage Corporation was fixed at
$200,000,000, and was subscribed by
the Governor of the Farm Credit
Administration on behalf of the
United States. For the purposes of
such subscription, the funds made
available to the Land Bank Com-

missioner under §32 of the Emer-
gency Farm Mortgage Act of 1933
and the mortgages taken by the
Commissioner were transferred to
the Corporation. The Corporation
was authorized to issue bonds up to
$2,000,000,000 to be fully and un-
conditionally guaranteed both as to
interest and principal by the United
States.

In this way the credit of the
United States was used to raise
money for the purpose of refinanc-
ing farm mortgages. As of Novem-
ber 30, 1937, the Corporation had
bonds outstanding in the sum of
$1,419,865,900.

Between May 1, 1933, and Octo-
ber 31, 1937, the Federal land
banks and the Land Bank Commis-
sioner made over 800,000 loans to-
taling over $2,200,000,000. There
were outstanding on October 31,
1987, over 1,000,000 Federal land
bank and Land Bank Commissioner
loans totaling almost $2,900,000,000
including loans made by the Fed-
eral land banks prior to May 1,
1933-

In addition to loans made by the
Federal land banks and the Land
Bank Commissioner, other lending
institutions and agencies under the
supervision of the Farm Credit Ad-
ministration made approximately
for all purposes under its jurisdic-
tion 2,700,000 loans for slightly
more than $2,400,000,000. Loans
outstanding of these institutions
and agencies totaled approximately
$500,000,000 as of Oct. 31, 1937.
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The Proposed St. Lawrence Treaty
7 A Request for Senate Ratification of the St.
Lawrence Treaty with Canada. January 10, 1934
To the Senate:

REQUEST the consideration of ratification by the Senate of the

so-called “St. Lawrence Treaty with Canada.” Broad national

reasons lead me, without hesitation, to advocate the treaty.

There are two main considerations, navigation and power.

Canada and the United States are possessed of a natural flow
of water from near the center of the continent to the ocean —a
flow which throughout the greater part of its length is today avail-
able for navigation by large-size vessels. A system of locks at the
eastern end of Lake Superior, a dredged channel between Lake
Huron and Lake Erie, and another series of great locks between
Lake Erie and Lake Ontario provide free and adequate naviga-
tion to a point well down the St. Lawrence River. From there, a
series of three rapids, all of them within a distance of 120 miles,
now impede navigation by ocean-going vessels; but a Canadian
canal already provides facilities for smaller ships. This Canadian
canal now is used substantially up to its capacity.

‘T'wo of the three rapids are wholly in Canadian territory; the
other is in the so-called “international” section. A great power
development at the Beauharnois Rapids in Canada is already
nearing completion and locks for ocean-going ships have been
planned for and could readily be built at a low cost as part of the
plan. This means that only two additional series of locks are re-
quired for a complete and continuous seaway from Duluth to
salt water. I call your attention to the simple fact that Canada
alone can, if it desires, build locks at the Lachine Rapids and at
the international sector and thus provide a seaway wholly within
Canadian control without treaty participation by the United
States. This, however, would be a reversal of the policy of coop-
eration which the United States and Canada have continuously
maintained for generations.

I want to make it very clear that this great international high-
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way for shipping is without any question going to be completed
in the near future and that this completion should be carried out
by both Nations instead of by one.

I am sending you herewith a summary of data prepared at my
request by governmental agencies. This summary, in its relation
to the economic aspects of the seaway, shows from the broad na-
tional point of view, first, that commerce and transportation will
be greatly benefited and, secondly, that local fears of economic
harm to special localities or to special interests are grossly exag-
gerated. It is, I believe, a historic fact that every great improve-
ment directed to better commercial communications, whether in
the case of railroads into new territory, or the deepening of great
rivers, or the building of canals, or even the cutting of the
Isthmus of Panama, have all been subjected to opposition on the
part of local interests which conjure up imaginary fears and fail
to realize that improved transportation results in increased com-
merce benefiting directly or indirectly all sections.

For example, I am convinced that the building of the St. Law-
rence Seaway will not injure the railroads or throw their em-
ployees out of work; that it will not in any way interfere with
the proper use of the Mississippi River or the Missouri River for
navigation. Let us be wholly frank in saying that it is better eco-
nomics to send grain or other raw materials from our Northwest
to Europe via the Great Lakes and St. Lawrence than it is to send
them around three sides of a square — via Texas ports or the Mis-
sissippi, thence through the Gulf of Mexico, and thence from the
southern end of the North Atlantic to its northern end. In this
illustration, it is well to remember that a straight line is the short-
est distance between two points.

I am satisfied that the treaty contains adequate provision for
the needs of the Chicago Drainage District and for navigation be-
tween Lake Michigan and the Mississippi River. A special report
from the Chief of Engineers of the War Department covers this
subject.

On the affirmative side, I subscribe to the definite belief that
the completion of the seaway will greatly serve the economic
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and transportation needs of a vast area of the United States and
should, therefore, be considered solely from the national point of
view.

The other great objective provided for in the treaty relates to
the development of electric power. As you know, I have advo-
cated the development of four great power areas in the United
States, each to serve as a yardstick and each to be controlled by
government or governmental agencies. The Tennessee Valley
plants and projects in the Southeast, the Boulder Dam on the
Colorado River in the Southwest, the Columbia River projects
in the Northwest are already under construction. The St. Law-
rence development in the Northeast calls for action. This river
is a source of incomparably cheap power located in proximity to
a great industrial and rural market and within transmission dis-
tance of millions of domestic consumers.

The Legislature of the State of New York by unanimous vote
set up the necessary State machinery during my term as Governor
of New York and the State stands ready to cooperate with the
Federal Government in the distribution of power in accordance
with what I believe is today a definite national policy.

Power in the international sector of the St. Lawrence cannot
be developed without a treaty between the United States and
Canada. On the other hand, Canada can develop a huge block of
new power at the two other rapids which lie wholly within Cana-
dian territory. Here again, as in the case of navigation, it is better
in every way that we should maintain the historic principle of ac-
cord with Canada in the mutual development of the two Nations.

I have not stressed the fact that the starting of this great work
will put thousands of unemployed to work. I have preferred to
stress the great future advantages to our country and especially
the fact that all of us should view this treaty in the light of the
benefits which it confers on the people of the United States as a
whole.

NOTE: The actual signing of the St. Lawrence River was postponed
treaty for the development of the until July 18th, 1932, two days after
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the adjournment of the Congress,
thus definitely precluding its con-
sideration by the Senate in 1g3e.
(See note and Items in Chapter IV
of Vol. I for the recent history of
this development.) During the last
week of the regular 1932 session,
however, the Senate had adopted a
resolution authorizing a subcom-
mittee of the Committee on Foreign
Relations to conduct an inquiry
with respect to matters touching
the St. Lawrence waterways treaty.

This subcommittee convened
after the election on November 14,
1932.

On December 1§ and 14, the
Power Authority of the State of
New York presented evidence be-
fore this subcommittee. It called at-
tention to the long fight in New
York State to prevent the exploita-
tion of the St. Lawrence power re-
sources by private interests, and to
the crystallization of public senti-
ment in the State in support of
public development. It further
called attention to the adaptability
of the resources to public develop-
ment, to the economic soundness
of the project insuring great bene-
fits to the consumers of electricity
and to the enormous waste of en-
ergy resulting from delay in its de-
velopment.

The Power Authority further
called attention to the importance
of an understanding between State
and Federal authorities on engi-
neering plans, representation on
agencies created by the treaty, and
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on allocation of costs on a basis
which would not place an exces-
sive burden on the power project
as distinguished from the naviga-
tion project. It recounted the diffi-
culties it had faced in attempting
to deal with the previous Admin-
istration on these points. It em-
phasized the contrast between this
condition and that across the bor-
der, where the Dominion of Canada
and the Province of Ontario had
reached an agreement between
themselves prior to the signing of
the treaty.

The Power Authority pointed
out that the Treaty, as drawn, em-
bodied engineering plans which
would have provided for a perma-
nent diversion by the Aluminum
Company of 25,000 c.fs. to its Mas-
sena power plant, thereby reducing
by 25 percent the United States
share of the average flow of the
river at the main dam. It called
upon the Committee to eliminate
this provision and to establish safe-
guards to prevent the assertion of
any private right or claim to the
waters of the St. Lawrence.

As a result of this protest, notes
were exchanged between the United
States and the Canadian Govern-
ments by which Canada agreed in
advance to any modification of the
plans with respect to the diversion
through the Massena power canal
that might be necessary to safe-
guard the rights of the State.

The subcommittee of the Senate
Committee on Foreign Relations
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thereupon reported in favor of rati-
fication of the proposed treaty, sub-
ject to the agreements, provisions
and interpretations set forth in this
exchange of notes. The subcom-
mittee report also took cognizance
of the agreement between the
Power Authority and the United
States Corps of Engineers, establish-
ing $89,726,000 as the proper al-
location of cost to the power proj-
ect.

The full Committee on Foreign
Relations accepted the report of
the subcommittee and on February
21, 1933, favorably reported the
treaty to the Senate.

After March 4, 1933, there was
a complete reversal of the policy of
thinly-veiled non-cooperation which
had characterized the attitude of
the preceding Administration to-
~ward New York’s public power
project. I continued the close rela-
tions with the New York Power
Authority developed while I was
Chief Executive of the State. I con-
ferred frequently with Chairman
Walsh and arranged for the Power
Authority to cooperate with the
State Department, the Federal
Power Commission and other fed-
eral agencies handling various as-
pects of the Great Lakes-St. Law-
rence project.

The new Congress, which con-
vened on March 4, 1933, was domi-
nated by the necessity of enacting
immediate legislation to lift the
country out of the depression and
to remove glaring abuses in its so-

cial and economic life. In spite of
this primary necessity, the Power
Authority was able to secure the
cooperation of the Senate Commit-
tee on Foreign Relations and the
House Committee on Interstate
and Foreign Commerce in the in-
troduction of a joint resolution con-
firming the agreement reached Feb-
ruary %, 1933 with the United
States Corps of Engineers covering
allocation of the cost of the works
in the International Section of the
St. Lawrence River, as between
navigation and power.

This resolution, entitled H. ]J.
Res. 157, subsequently passed by
the House of Representatives on
April 26, 1933, contained the fol-
lowing important proviso approved
by me:

“Provided, that no part of the
United States’ share of the water in
the international rapids section of
the St. Lawrence River shall be di-
verted for the benefit of any per-
son or private corporation, nor
shall the use of any part of said
water or the rights pertaining to
said water be sold, leased, or other-
wise alienated to any person or pri-
vate corporation for the generation
of hydroelectric power.”

Reference of this joint resolution
to the Senate Committee on Foreign
Relations for prompt consideration
on its merits was blocked by some
of those opposed to the treaty it-
self.

On June 8, 1938, I sent a letter
addressed to Senator LaFollette
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in the absence of Senator Pittman,
the Chairman of the Senate Com-
mittee on Foreign Relations, who
had just sailed as a delegate to
the London Economic Conference,
strongly urging the adoption of the
resolution and favoring ratification
of the treaty itself. During the last
hours of the session, a final effort
to pass this joint resolution as an
amendment to the National Indus-
trial Recovery Act failed. I promptly
requested reconsideration of the
vote by which this amendment was
defeated, but in the closing hours
of the session it was impossible to
obtain this result without holding
up the program of recovery legisla-
tion.

The Senate debates on the joint
resolution above noted had revealed
that opponents of the treaty were
going to stress the need for a com-
prehensive economic survey of the
proposed undertaking. I therefore
decided that I would have such a
survey ready to be used in connec-
tion with the formal submission of
the treaty to the Senate.

After a conference at the White
House, September 14, 1933, I an-
nounced the formation of an inter-
departmental board to make such
a survey of the project in all its
aspects, including both navigation
and power.

The Interdepartmental Board on
the Great Lakes-St. Lawrence Proj-
ect, with Chairman Frank R. Mc-
Ninch of the Federal Power
Commission as chairman, included
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representatives of the following
cooperating Government agencies:
Federal Power Commission, War
Department, Department of Com-
merce, Department of Agriculture,
Interstate Commerce Commission,
and, with the consent of the Gover-
nor of New York, the Power Au-
thority.

The Interdepartmental Board
survey of the Great Lakes-St. Law-
rence seaway and power project was
completed early in January, 1934,
and a summary of the data was
submitted to me on January 1o,
1934.

On the same day, in the foregoing
message to the Senate, I requested
consideration of ratification by the
Senate of the so-called “St. Law-
rence Treaty with Canada.”

With the foregoing message I
transmitted a summary of the ex-
tended report of the Interdepart-
mental Board. The full report was
transmitted later and was subse-
quently printed in two volumes as
Senate Doc. No. 116, 73d Congress,
2d Session.

The summary describes the proj-
ect as follows:

“The Great Lakes-St. Lawrence
Waterway is already in existence. Its
development is not a question of ini-
tiating, but rather of completing, a
project in the improvement of which
the United States and Canada have
whole-heartedly cooperated for genera-
tions. The vessels of both countries have
navigated its waters freely and with
equal rights since the Webster-Ashbur-
ton Treaty of 1842. Throughout this
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entire period it has been in the truest
sense an international highway, unique
in the fact that for more than a century
no warship has floated in its waters.
The United States and Canada have al-
ready with common accord expended
many millions of dollars in its improve-
ment and it now carries an enormous
tonnage even in its most restricted sec-
tions.

“The waterway, which now extends
from Duluth-Superior at the western
end of the Great Lakes system to the
Atlantic Ocean, a distance of 2,350
miles, has already been improved to a
minimum depth of 21 feet except in
the relatively short section of the St.
Lawrence River which lies between
Prescott-Ogdensburg and Montreal. In
this 120-mile section there are now 47
miles of 14-foot canals. This constricted
section forms a bottle neck which pre-
vents the passage of ordinary ocean-
going vessels and makes the port of
Montreal virtually the head of ocean
navigation and the transshipment point
for inbound and outbound commerce.

“The pending Great Lakes-St. Law-
rence deep waterway treaty is in sub-
stance an agreement between the
United States and Canada to complete
the improvement of the existing water-
way to provide a minimum depth of 24
feet from the Great Lakes ports to the
Atlantic Ocean. '

“The major portion of the work pro-
vided for in the treaty between the
United States and Canada will be done
in the international rapids section of
the St. Lawrence River, which forms
the boundary between the State of New
York and the Province of Ontario. Here
two great dams will be constructed con-
verting the existing turbulent rapids
into deep pools where navigation will
be unrestricted. Ocean-going vessels will
be passed around these dams by canals
having a total length of 10 miles with
three locks capable of handling large

ocean-going vessels without delay. The
dams will also be used to generate
2,200,000 horsepower of electrical en-
ergy which will be shared equally be-
tween the United States and Canada.”

Important conclusions of the In-
terdepartmental Board with regard
to the economic justification for the
seaway may be summarized as fol-
lows:

Estimated Commerce and Savings

1. The annual capacity of the
proposed Great Lakes-St. Lawrence
seaway is conservatively estimated
at 25,000,000 tons, as compared with
the 9,000,000 ton capacity of the
existing 14-foot St. Lawrence canals.
Traffic is already pressing the pres-
ent capacity and enlargement must
be undertaken if serious congestion
of commerce is to be avoided.

2. The proposed improvement to
a minimum depth of 27 feet will
enable more than %0 percent of
the world’s ocean-going freight ton-
nage to use the proposed seaway.
This will provide a waterway from
Duluth to the Atlantic in which
ocean-going vessels may move with
unrestricted speed over approxi-
mately g7 percent of the total dis-
tance.

3. Comparison with the impor-
tant ship canals of the world, in-
cluding the Manchester, Kiel, Suez,
Panama Canals and the North Sea
Canal to Amsterdam, shows that the
proposed seaway is completely prac-
tical for navigation by ocean-cargo
vessels.
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4. The net cost to the United
States of completing the proposed
seaway under the treaty is estimated
at $182,726,000, which estimate as-
sumes that the New York Power
Project, to develop 1,100,000 horse-
power on the United States side of
the international rapids, will carry
$89,726,000 as its share of the cost.
The annual cost of operation and
maintenance of the seaway, of in-
terest on bonds at 4 percent, and
of amortization in fifty years is esti-
mated at only $9,300,000.

5. The potential export and im-
port tonnage which will move via
the seaway, based on 1929 condi-
tions, is conservatively estimated in
a special study prepared by the War
Department at 13,000,000 tons per
year, and the annual savings in
transportation costs, as compared
with present available routes, at ap-
proximately $%9,000,000.

6. Potential exports via the wa-
terway include wheat and grain
products, meat and animal fats,
manufactured iron, chemicals, auto-
mobiles, agricultural implements,
and copper. Potential imports in-
clude sugar, rubber and rubber
substitutes, coffee, bananas, kaolin,
vegetable oil, manganese and py-
rites.

7. In the 10 years, 1923 to 1932,
inclusive, the domestic coastwise
and intercoastal trade of the country
comprised approximately four-fifths
of the total water-borne commerce.
In other words, the volume of do-
mestic commerce was four times

. Lawrence Treaty

that of foreign commerce. This sug-
gests that the ports on the country’s
other coasts will be more largely
benefited by the growth of inter-
coastal commerce moving via the
Great Lakes-St. Lawrence waterway
than they can be injured by changes
in the movement of foreign com-
merce occasioned thereby.

The New Seacoast and its Tributary
Area

8. Completion of the waterway
would create what is tantamount
to a new sea coast for the United
States, 3,576 miles in length of shore
line reaching into the heart of the
country, and converting thirty
American cities located on the Lakes
and on connecting channels into
virtual seaports.

9- The seaway area is defined
by a line on the map of the United
States bounding the area adjacent
to the seaway in which transporta-
tion costs to and from the markets
of the world would be reduced by
the improvement. It includes Ohio,
Indiana, Michigan, Illinois, Wiscon-
sin, Missouri, Jowa, Minnesota,
North Dakota, South Dakota, Ne-
braska and Kansas in their entirety,
and parts of New York, Pennsylva-
nia, Kentucky, Colorado, Wyoming
and Montana.

10. The population of the area
to be served was, in 1930, forty-
five million people, or more than
35 percent of the country’s popu-
lation. The area includes thirty
cities of more than one hundred
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thousand population each. The
factory products in the area, as of
that year, equaled in value 46 per-
cent of the total of the United
States as a whole. The acres of crop
land within the area were 52 per-
cent of the country’s total, raising
5o percent of the total livestock, 52
percent of all the dairy cattle, 42
percent of all the hogs, 76 percent
of all the corn, 84 percent of all
the oats and 64 percent of all the
wheat raised in the United States.
Its wholesale trade amounted to
about 33 percent of the national
total.

11. The unimproved sections of
the St. Lawrence River form a bot-
tle-neck obstruction to navigation
by ocean-going vessels which con-
fines the commerce of the Great
Lakes ports almost entirely to trade
with each other and prevents their
participation in intercoastal trade
with Atlantic, Gulf and Pacific
ports. Removal of these obstruc-
tions would stimulate coastwise and
intercoastal shipping in the home
market of the United States, which
is confined by law to American bot-
toms. The opening of the Great
Lakes region, with a capacity for
production and consumption com-
parable with the North Atlantic
States, must result in benefits not
only to lake ports and their adjoin-
ing territory but also to the nation
as a whole.
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The Seaway Will Not Harm the
Railroads

12. A reasonable forecast of the
demand for railroad freight trans-
portation by 1950, as compared
with 1929, is an increase of 200,000,-
000,000 tons. The proposed seaway,
therefore, cannot be viewed as tend-
ing to take away from the railroads
a portion of their existing tonnage,
but rather as a part of a program
for expanding a coordinated trans-
portation system designed to han-
dle the country’s increasing traffic
most economically.

13. If the comparison is limited
to the railroads paralleling the pro-
posed seaway, the growth of traffic
offered will exceed the potential
seaway traffic ten times over, and
these are the roads over which the
traffic density is already greatest.

14. Analysis of detailed traffic
trends, including a study of the ex-
perience of Western railroads, as a
result of the opening of the Panama
Canal, substantiates the statement
that the seaway will not adversely
affect the railroads of the country.
It suggests, on the contrary, that
the economic development which
the new navigation route will stim-
ulate will benefit rather than in-
jure the roads,

The Power Project

With respect to the St. Lawrence
power project to be constructed in
conjunction with the seaway devel-
opment in the International Sec-
tion of the St. Lawrence River, the
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report of the Interdepartmental
Board may be summarized as fol-
lows:

1. The Great Lakes-St. Lawrence
seaway project does not involve the
United States in any expenditure
whatever for power developments
in those sections of the river which
are entirely Canadian. The power
in the most important Canadian
section, i.e., the Soulanges Rapids
section, is already being developed
by Canadian private interests. This
is no concern of the United States
under the Great Lakes-St. Lawrence
project but it does afford a cogent
economic reason for the early de-
velopment of power in the interna-
tional rapids section, if the United
States is to keep pace in providing
cheap current for its rural and do-
mestic consumers and for industry.

2. The St. Lawrence power proj-
ect, so far as the United States is
concerned, involves the develop-
ment of approximately 1,100,000
horsepower in that section of the
river which serves as the interna-
tional boundary between the State
of New York and the Province of
Ontario. If the agreement with the
New York Power Authority is con-
firmed, as embodied in the joint
resolution which passed the House
of Representatives but which failed
to pass the Senate in 1933 as above
indicated, that agency will assume
responsibility for $89,726,750 of the
total United States investment un-
der the treaty. The corresponding
power development on the other

Lawrence Treaty

side of the river will be paid for by
the Province of Ontario.

3. The international rapids sec-
tion of the St. Lawrence River pro-
vides an exceptional opportunity
for hydroelectric power develop-
ment within transmission distance
of the most important power mar-
ket in the United States. It will as-
sure power within a radius of goo
miles of the project at a cost low
enough to stimulate industrial de-
velopment and provide means for
reducing electric rates to domestic
and farm consumers throughout
the entire area.

4. The remarkable uniformity of
flow of water from the tremendous
storage reservoir of the Great Lakes,
consisting of 94,000 square miles,
can be relied upon to make availa-
ble, by generation on the United
States side of the international
boundary, #69,562 horsepower of
primary energy and 141,798 horse-
power of high-grade secondary en-
ergy, aggregating a potential annual
output of approximately 5,700,000,
ooo kilowatt hours of electricity, pri-
mary and secondary. This is equiva-
lent to approximately one-half of
all the electricity produced in New
York State in 1932.

5. St. Lawrence power will be
developed at very low cost. It is
estimated that, including the costs
of maintenance and operation, in-
terest at 4 percent on the bonds,
amortization within forty years, and
allowance for depreciation, St. Law-
rence power can be generated for
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an annual cost of about $6,000,000
or $7.92 per horsepower year of pri-
mary energy and $5.54 per horse-
power year of installed capacity.

6. On a publicly owned trans-
mission line St. Lawrence power can
be made available for base load
power at 8o percent load factor at
a total cost of g.14 mills in South-
ern New York, and §.8 mills in New
York City. At 6o percent load fac-
tor the corresponding costs would
be 4.2 mills for southern New York
and 5.1 mills for New York City.
These figures indicate that St. Law-
rence power can be utilized over a
wide area, at costs materially below
those of generating that power by
steam.

7. A ready market for St. Law-
rence power is assured by the fact
that the area within transmission
distance, totaling 114,835 square
miles, is one of the most densely
populated regions in the country.
It has a density of population of
213 per square mile, as compared
with 4o.5 per square mile for the
country as a whole. Within the
market area for power resides ap-
proximately 20 percent of the coun-
try’s population.

8. The market area is also im-
portant in terms of the demand for
power for industrial purposes, since
it is responsible for about 28 per-
cent of all factory production of
the United States. In fact, the fac-
tories within transmission distance
of the St. Lawrence power project

. Lawrence Treaty

spent $422,000,000 for power and
fuel in 1929.

9. Assurance of expansion in this
great market for power is found in
the growth of population, increas-
ing per capita consumption of elec-
tricity, the increase in average resi-
dential use of electricity, extension
of rural electrification, increased use
of central-station power in facto-
ries, development of new industries
dependent on large supplies of
power, railroad electrification and
highway lighting.

10. Scientifically determined
trends suggest that the combined
results of these factors will prob-
ably require an increase in the
power supply of New York State
from 14,000,000,000 kilowatt hours
in 1930, to 21,000,000,000 kilowatt
hours in 1940 and 28,000,000,000
kilowatt hours in 1gyo. This de-
mand would absorb by 1940 the
entire potential output of the St.
Lawrence project if used as base-
load power. In fact, authoritative
forecasts from the electric industry
anticipate an even greater increase
in demand for power than this
analysis shows.

11. The reduction in rates which
will come from public development
of power will itself increase the
amount of power used. This is espe-
cially important in terms of encour-
agement to larger domestic use of
electricity, as illustrated by Ontario
municipalities, where residential
bills averaging from 2.6 cents down
to 0.8 cents per kilowatt hour are
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associated with average residential
consumption ranging from 816 to
4692 kilowatt hours per home per
year.

12. Analysis of the relationship
between power development and
growth of industry in other regions
shows that the installation of the
proposed 1,100,000 hydroelectric
horsepower on the United States
side of the St. Lawrence River is
likely to bring with it investment
of over $500,000,000 in new indus-
tries, with employment for some
80,000 additional factory workers
and a corresponding increase in
population and in all lines of eco-
nomic activity including rail trans-
portation of raw materials and con-
sumer goods.

13. The proposed development of

St. Lawrence power by the Power
Authority of the State of New York
is primarily for the purpose of se-
curing the lowest possible rates for
domestic and rural consumers of
electricity. It is the last opportunity
available to provide the Northeast-
ern section of the country with the
benefits assured to other sections of
the country through the develop-
ment of the Tennessee Valley River
basin, the Colorado River and the
Columbia River.

The proposed treaty was defeated
in the Senate on March 14, 1934,
by a vote of 46 ayes and 42 nays,
the required two-thirds affirmative
vote not having been obtained.

See Item g4 of Vol. V for a fur-
ther discussion of this proposed de-
velopment.

8 (Request for Legislation to Organize a Sound

and Adequate Currency System. January 15, 1934

To the Congress:

'N CONFORMITY with the progress we are making in restoring
a fairer price level and with our purpose of arriving eventu-
ally at a less variable purchasing power for the dollar, I ask
the Congress for certain additional legislation to improve
oour financial and monetary system. By making clear that we

are establishing permanent metallic reserves in the possession and
ownership of the Federal Government, we can organize a cur-
rency system which will be both sound and adequate.

The issuance and control of the medium of exchange which
we call “money” is a high prerogative of government. It has been
such for many centuries. Because they were scarce, because they
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could readily be sub-divided and transported, gold and silver
have been used either for money or as a basis for forms of money
which in themselves had only nominal intrinsic value.

In pure theory, of course, a government could issue mere to-
kens to serve as money — tokens which would be accepted at their
face value if it were certain that the amount of these tokens were
permanently limited and confined to the total amount necessary
for the daily cash needs of the community. Because this assurance
could not always or sufficiently be given, governments have found
that reserves or bases of gold and silver behind their paper or
token currency added stability to their financial systems.

There is still much confusion of thought which prevents a
world-wide agreement creating a uniform monetary policy. Many
advocate gold as the sole basis of currency; others advocate silver;
still others advocate both gold and silver whether as separate
bases, or on a basis with a fixed ratio, or on a fused basis.

We hope that, despite present world confusion, events are
leading to some future form of general agreement. The recent
London agreement in regard to silver was a step, though only a
step, in this direction.

At this time we can usefully take a further step, which we hope
will contribute to an ultimate world-wide solution.

Certain lessons seem clear. For example, the free circulation
of gold coins is unnecessary, leads to hoarding, and tends to a
possible weakening of national financial structures in times of
emergency. The practice of transferring gold from one individual
to another or from the Government to an individual within a Na-
tion is not only unnecessary, but is in every way undesirable. The
transfer of gold in bulk is essential only for the payment of inter-
national trade balances.

Therefore it is a prudent step to vest in the Government of a
Nation the title to and possession of all monetary gold within its
boundaries and to keep that gold in the form of bullion rather
than in coin.

Because the safe-keeping of this monetary basis rests with the
Government, we have already called in the gold which was in the
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possession of private individuals or corporations. There remains,
however, a very large weight in gold bullion and coins which is
still in the possession or control of the Federal Reserve banks.

Although under existing law there is authority, by executive
act, to take title to the gold in the possession or control of the Re-
serve Banks, this is a step of such importance that I prefer to ask
the Congress by specific enactment to vest in the United States
Government title to all supplies of American-owned monetary
gold, with provision for the payment therefor in gold certificates.
These gold certificates will be, as now, secured at all times dollar
for dollar by gold in the Treasury —gold for each dollar of such
weight and fineness as may be established from time to time.

Such legislation places the right, title and ownership to our
gold reserves in the Government itself; it makes clear the Gov-
ernment’s ownership of any added dollar value of the country’s
stock of gold which would result from any decrease of the gold
content of the dollar which may be made in the public interest.
It would also, of course, with equal justice, cast upon the Gov-
ernment the loss of such dollar value if the public interest in the
future should require an increase in the amount of gold desig-
nated as a dollar.

The title to all gold being in the Government, the total stock
will serve as a permanent and fixed metallic reserve which will
change in amount only so far as necessary for the settlement of
international balances or as may be required by a future agree-
ment among the Nations of the world for a redistribution of the
world stock of monetary gold.

With the establishment of this permanent policy, placing all
monetary gold in the ownership of the Government as a bullion
base for its currency, the time has come for a more certain deter-
mination of the gold value of the American dollar. Because of
world uncertainties, I do not believe it desirable in the public in-
terest that an exact value be now fixed. The President is author-
ized by present legislation to fix the lower limit of permissible
revaluation at 5o percent. Careful study leads me to believe that
any revaluation at more than 6o percent of the present statutory
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value would not be in the public interest. I, therefore, recom-
mend to the Congress that it fix the upper limit of permissible
revaluation at 6o percent.

That we may be further prepared to bring some greater degree
of stability to foreign exchange rates in the interests of our peo-
ple, there should be added to the present power of the Secretary
of the Treasury to buy and sell gold at home and abroad, express
power to deal in foreign exchange as such. As a part of this power,
I suggest that, out of the profits of any devaluation, there should
be set up a fund of two billion dollars for such purchases and sales
of gold, foreign exchange, and Government securities as the reg-
ulation of the currency, the maintenance of the credit of the
Government and the general welfare of the United States may
require.

Certain amendments of existing legislation relating to the pur-
chase and sale of gold and to other monetary matters would add
to the convenience of handling current problems in this field.
The Secretary of the Treasury is prepared to submit information
concerning such changes to the appropriate committees of the
Congress.

The foregoing recommendations relate chiefly to gold. The
other principal precious metal —silver — has also been used from
time immemorial as a metallic base for currencies as well as for
actual currency itself. It is used as such by probably half the pop-
ulation of the world. It constitutes a very important part of our
own monetary structure. It is such a crucial factor in much of the
world’s international trade that it cannot be neglected.

On December 21, 1933, I issued a proclamation providing for
the coinage of our newly mined silver and for increasing our re-
serves of silver bullion, thereby putting us among the first Na-
tions to carry out the silver agreement entered into by sixty-six
Governments at the London Conference. This agreement is dis-
tinctly a step in the right direction and we are proceeding to per-
form our part of it.

All of the sixty-six Nations agreed to refrain from melting or
debasing their silver coins, to replace paper currency of small de-
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nominations with silver coins and to refrain from legislation that
would depreciate the value of silver in the world markets. Those
Nations producing large quantities of silver agreed to take speci-
fied amounts from their domestic production and those holding
and using large quantities agreed to restrict the amount they
would sell during the four years covered by the agreement.

If all these undertakings are carried out by the Governments
concerned, there will be a marked increase in the use and value
of silver.

Governments can well, as they have in the past, employ silver
as a basis for currency, and I look for a greatly increased use. I
am, however, withholding any recommendation to the Congress
looking to further extension of the monetary use of silver because
I believe that we should gain more knowledge of the results of
the London agreement and of our other monetary measures.

Permit me once more to stress two principles. Our national
currency must be maintained as a sound currency which, insofar
as possible, will have a fairly constant standard of purchasing
power and be adequate for the purposes of daily use and the es-
tablishment of credit.

The other principle is the inherent right of Government to
issue currency and to be the sole custodian and owner of the base
or reserve of precious metals underlying that currency. With this
goes the prerogative of Government to determine from time to
time the extent and nature of the metallic reserve. I am confident
that the Nation will well realize the definite purpose of the Gov-
ernment to maintain the credit of that Government and, at the
same time, to provide a sound medium of exchange which will
serve the needs of our people.

NOTE: On January 15, 1934, the
Secretary of the Treasury announced
that a sufficient time had elapsed
for the delivery of gold coin, gold
bullion and gold certificates to the
Treasury pursuant to the various
Executive Orders since Executive

Order No. 6102, April 5, 1933 (see
Item g3, Vol. II), including the lat-
est order on the subject, that of the
Secretary of the Treasury of Decem-
ber 28, 1933. He accordingly fixed
midnight of January 17, 1934, as the
expiration of the period within
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which such gold should be deliv-
ered.

In the foregoing message to the
Congress made on the same day,
January 15, 1934, I further stated
the future monetary policies of the
Administration. It will be observed
that the message also reaffirms cer-
tain essential points already made
clear in the earlier acts of the Ad-
ministration, in regard to hoarding
and to governmental control of
gold reserves.

I laid stress in this message on
the two principles which were basic
to the formulation of a monetary
policy: (1) the maintenance of a
sound currency which in so far as
possible would have a fairly con-
stant standard of purchasing power
and be adequate for purposes of
daily use and the establishment of
credit; and (2) the right of Govern-
ment to issue currency and to be the
sole custodian and owner of the
reserve of the precious metals un-
derlying that currency, with the
power to determine from time to
time the extent and nature of the
metallic reserves.

I pointed out that the free circu-
lation of gold, except for the pay-
ment of international trade bal-
ances, is unnecessary, leads to hoard-
ing and is dangerous to the finan-
cial structure in times of emergency.
I suggested that the Secretary of
Treasury should be given power, in
addition to his then existing au-
thority, to buy and sell gold at home

and abroad, and to deal in foreign
exchange as such. I also referred to
the function of silver as a basis for
currency. Pursuant to this message,
the Congress passed the Gold Re-
serve Act of 1934 (Pub. No. 87, #3d
Congress; 48 Stat. 337).

See Item 16 of this volume for a
discussion of this Act and for a
résumé of the monetary policy and
program to date. The following
press conference of the same date
as this message (Item ¢, this vol-
ume) also discusses the message and
the subject of devaluation of the
dollar.

On the same day as the message,
January 15, 1934, I issued three
Executive Orders, Nos. 6558, 6559,
and 6560, not printed in these vol-
umes.

The two last Executive Orders, in
general, freed dealings in foreign
exchange to a certain degree from
their former license requirements.
While they continued to prohibit
foreign-exchange transactions ex-
cept under licenses, the orders pro-
vided that unless prohibited by
the Secretary of the Treasury for-
eign-exchange transactions and
transfers of credit could be carried
on without a license for (a) normal
commercial and business require-
ments, (b) reasonable travel and
personal requirements, (c) the ful-
fillment of legally enforceable obli-
gations incurred prior to March o,

1933-
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9 (The Eighty-eighth Press Conference

(Excerpts). January 15, 1934

(Gold and Silver — Message to the Congress of January 15, 1934,
Item 8 of this volume — Devaluation of the dollar.)

THE PRESIDENT: Are these the only people out of all the White
House correspondents who know anything about finance?
(Laughter)

Q. We are the only ones who admit that we do not. (Laughter)

THE PRESIDENT: The easiest way, I think, is for me to read this
release to you. (Referring to the preceding Item §)

MR. EARLY: They already have it.

THE PRESIDENT: I just want to say one or two things. In the first
place, Steve wanted me to stress that all this is in confidence
until the message is released and nothing is to be said in
advance of the release.

Q. By the way, when will the release be made?

THE PRESIDENT: As soon as it gets up there to Congress. I don’t
know whether it is released up there before it is read by the
Clerk or not, but I see by the heading “until its reading has
begun in the Senate or in the House.”

Now, in a nutshell, the first portion of this, down to the
first line, might be called philosophical. In other words, it
merely goes into the general theory that the issuance of money
or currency or any medium of exchange is solely a Govern-
ment prerogative and always has been since the days of Baby-
lon or the time they used sea shells or coral beads in the
South Sea Islands. In theory, coral beads are a perfectly good
medium of exchange, perfectly good money as such, provided
there is control over them. It becomes a question of control.
Throughout history it has always been advisable, for the sake
of stability, to have some basis behind the currency which,
as a matter of practical fact through the ages, has been the
precious metals, gold and silver.
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Q. Might we assume that that is an argument against green-
backs —what you have just stated?

THE PRESIDENT: It certainly is an argument against starting of the
printing presses. On the other hand, of course, as you know,
there has been a very great difference of opinion as to what is a
greenback and what is not a greenback. This is the easiest
illustration — if we were to start tomorrow to pay off the def-
icit of this year just by printing greenbacks, they really would
be greenbacks; there is no question about that.

On the other hand, a limited amount of non-interest-bear-
ing five- and ten-dollar bonds to retire an outstanding debt
and with provision for retirement of those new non-interest-
bearing bonds would not be greenbacks.

What people fear about greenbacks is, of course, that some
future Congress may take off the limit— take off the lid.

Then we come down to the next point which is the taking
of the title to the gold by the Government. That follows out
logically the theory that the Government is entitled to control
the basis behind all currency.

Then the third point is the establishment of an upper limit
within which I have to act. By that I mean that I could not
stabilize at above 6o if this bill is put through. This bill does
not stabilize at 6o. It leaves me free to stabilize between g0
and 6o.

And — this is just for information because I have noted one
or two stories — there has been absolutely no doubt from the
legal point of view of the authority under the previous Act to
stabilize more than once and to put it at 50 or 60 or anything
else I want, as often as I want.

Q. What Act is that?

THE PRESIDENT: Oh, last spring; the Banking bill. . . .

Then the third point in that same paragraph. It would set
up a fund of two billion dollars for the purchase and sale of
gold, foreign exchange, and Government securities.

Q. Might that be called a stabilization fund?

THE PRESIDENT: Well, that is only part of it. . . .
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Q. The point I had in mind was this: that this would permit you
to deal with foreign exchange without definitely fixing, per-
manently, the value of the dollar.

THE PRESIDENT: Let me give you a little background on this par-
ticular thing, because I think it is important. Last spring
things went up much too fast in this country. Wheat went up
to $1.25, which, undoubtedly, was altogether too high. That
was caused by speculation. A great many manufacturers over-
produced, the steel companies overproduced, the textile peo-
ple overproduced, all for various reasons, trying to get in
under the wire before the Code went into effect.

The result was a perfectly natural one. There was quite a
big drop in commodity prices of all kinds around the middle
of July. That was a perfectly healthy thing. But a little bit
later on, somewhere around September, there began a very
definite drift of commodity prices downward. That was
caused by a great many factors. It was caused by people who
did not approve of N.R.A. codes, it was caused by some of
our foreign friends who were deliberately trying to increase
the exchange value of the dollar and decrease the exchange
value of the franc — there were a good many foreign elements
that entered into it.

The result was that by the tenth or fifteenth of October we
were in a definite downward drift which, if carried out, would
have been a serious thing. Wheat, which should have a nor-
mal value of 85 or go cents had got down to 60. Cotton had
got down to below g cents a pound and there was a rather
determined drive against prices. The whole line was down.

That was when we took action on gold. I have forgotten
what gold was at that particular point; it was around 4.60, as
I remember it. It was around 4.60, and the tendency was for
it to go to 4.50, 4.40 or 4.30; and because of the pressure on
the other side, if left alone it might perhaps eventually have
gone back to the figure that the British Treasury and the
Bank of England were taking as the stabilization figure away
back last May and June, about 3.go to the pound.
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We then started to purchase gold. There are various ways
of maintaining foreign exchange. You can either purchase
bills of exchange, etc., or actually buy the gold. This move
today was in prospect at that time, and obviously it was to
the interest of the United States to buy gold. So we bought
gold and have been buying it ever since in fairly large quan-
tities and the result has been that the exchange has gone up
to well over five dollars and has maintained itself there largely
because of the American purchase of gold.

It has, I think, been felt by people on the other side as well
as here that if we had not pursued the gold-purchase policy,
the actual exchange-value rate on gold would be four dollars
instead of five dollars.

The other result of maintaining the dollar-pound and
dollar-franc ratio as high as it has been was our ability to get
rid of a great many of our export surpluses. Cotton has been
moving out. Of course, you know one of our objectives is to
eliminate the very large surplus which has been overhanging
the domestic prices. The same thing applies to wheat and
everything else. Our objective has been to get rid of the sur-
pluses. We got rid of a great deal of cotton and we got rid of
a great deal of copper, for instance. At the same time the
import trade has increased enormously during the past three
months, since the dollar has gone down in terms of pounds.
The result has been a very excellent one from a general eco-
nomic domestic point of view.

This revaluation of not more than 6o percent and not
below 50 percent should enable us to maintain a fairly rea-
sonable exchange ratio with other Nations. The reason it has
to be done this way is what I said in the message to Congress,
that there is at the present time no willingness on the part of
the other Nations to go back on a fixed basis. In other words,
to put it the other way around, Great Britain has been pur-
suing what you call the Professor Warren theory for perhaps
two and a half years. That is the thing that some of our people
forget very definitely. They have a managed pound, abso-
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lutely managed, far more so than we have ever thought of
managing the dollar. . . .

What is the purpose of purchasing Government securities
along with gold and exchange?

THE PRESIDENT: I suppose the easiest way to answer that, the pur-

Q.

chase of Government securities, is to ask the question, “Is it
right or proper that a handful of people who did not happen
to like what was going on or who wanted to use a club in
order to get something of their own through — that such pri-
vate individuals should have the right, without check, at their
own sweet will, to dump Government bonds into the market
and artificially depreciate the price of Government bonds? Is
it moral that private individuals should have that right?”
Was there short-selling of Government bonds?

THE PRESIDENT: I couldn’t tell you whether there was short-selling

Q.

or not but there were, undoubtedly, certain individuals—
this does not by any means apply to the overwhelming ma-
jority of the bankers in the United States —but there were
individuals who recommended to their clients that they
should get rid of Government bonds and in most of those
cases there were ulterior motives.

Now, the fact that the Government would be given the
right to purchase Government bonds means that a private
effort of that kind could be check-mated right away. This is
protective armor for any Government, and we ought to
have it.

Does the setting up of that two-billion-dollar fund depend on
the profits of revaluation?

THE PRESIDENT: Yes. .

The last part of the message relates to silver. It expresses the
thought that silver has also been used from time immemorial
as a metallic base, that it is still used by half the population of
the world as such, that it is used by us and is a crucial factor
in international trade, and that it cannot be neglected. Fur-
ther on, I say that Governments can well employ silver as a
basis for currency and I look for a greatly increased use. I also
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describe the existing situation with respect to the agreement
among the 66 Nations and the fact that we have put our part
of the agreement into effect. I also say that I am withholding
any recommendations to the Congress for further extension
at this time because I want to know the results of the London
agreement and the results of the rest of our monetary
measures.

Can you tell us anything about the legislation that is to be
offered in connection with this?

THE PRESIDENT: There has been drafted what might be called a

Q.

purely tentative method of arriving at the things recom-
mended in the message. I am perfectly frank in telling you
that I haven’t even read it. In other words, it is to save the
committees trouble and to give them something to “chew on”
in order to carry out the recommendations. It is not an Ad-
ministration bill. It is just to help the committees.

On this gold policy, there is no thought in mind of the
Treasury, with its gold stocks, issuing money on the basis of
40 percent reserve?

THE PRESIDENT: No. The idea is, of course, that for this money

Q.

turned in the Federal Reserve Banks are given certificates
that there is gold in the Treasury, dollar for dollar, and that
on those certificates the Federal Reserve Banks can issue their
own currency to their member banks.

Do you look for any immediate effect on domestic prices from
the mere passage of this legislation?

THE PRESIDENT: I don’t know; I have no idea.

Q.

The profit from this operation clearly is to go to the Treasury?

THE PRESIDENT: Yes. Right on that point, there has been a di-

vergence of opinion amongst some of the bankers—not by
any means all —and on the part of a few politicians who have
wondered whether the Government had any right to take this
profit or whether the profit should accrue to the stockholders
of the banks. Of course, so far as I can see, there is no question
on that at all. We asked individuals to turn in their gold and
get paper money for it. We also asked all the corporations to
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do it, and substantially all did as requested. I cannot see a
great deal of difference between a bank and a private corpora-
tion. The constituent bank is owned by private individuals,
and if we were to pursue that policy of letting the stock-
holders of the banks take this profit, it would mean that the
Government would be handing them a great big Christmas
present.

I am very careful to point out in this message that such
legislation places the right, title and ownership of our gold
reserves in the Government itself. It makes clear the Govern-
ment’s ownership of any added dollar value of the country’s
stock of gold which would result from any decrease of the
gold content of the dollar which may be made in the public
interest.

But, in order to be fair, I point out that the Government
would lose such dollar value if the public interest in the
future should require an increase in the amount of gold
designated as a dollar.

It is your idea to have a permanent policy, retaining the
limits within the 50 and 60, revaluing within those limits
from time to time?

THE PRESIDENT: As far as any human being can say “permanent.”

Q.

And continue to hold all the gold?

THE PRESIDENT: Certainly, to hold all the gold. . . .

Q.

This would not increase the currency-issuing power of the
Federal Reserve at all?

THE PRESIDENT: The thing to remember is that every bank state-

ment — the statements of the member banks, the State banks,
and the twelve Federal Reserve Banks, their statements are
in terms of dollars and there is absolutely no change in their
statements. It does not give them less reserve or more. They
have the same number of dollars.

Would you mind phrasing in words of one syllable to mil-
lions of unlettered people, to most of whom this would be
Greek, how the Government would derive these profits that
there is so much talk about?
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THE PRESIDENT: Let’s put it this way: We have been trying to
bring the purchasing power of the dollar back, approxi-
mately, to the level in which the average of the debts of the
country were incurred so that the average of people can
pay off those debts in a dollar that has approximately that
same purchasing power. One method —the most practical
method — of doing it, is to cut the theoretical gold content of
the dollar. Now, you can only make that practical and fair if
the Government has all the gold. The number of dollars in
the banks of the country will be exactly the same as they were
before and the Government — as the currency-issuing power —
will have the same weight of gold in the Treasury, but in
terms of actual dollars for the Treasury, it will represent 8o
percent more or 100 percent more, depending on what we
revalue at. . . .

Now, there is one other thing. Of course, in terms of for-
eign exchange, the dollar is today worth, in terms of gold,
only about 63 cents.

Q. Can you make any use of this profit other than the two-billion-
dollar fund you set up? '

THE PRESIDENT: That is for the future.

Q. Have you any authority to issue currency against it?

THE PRESIDENT: No.

Q. And the profit does not represent a base of currency in the
Federal Reserve?

THE PRESIDENT: No. We keep it in the Treasury.

Now, off the record, just for your information —I have to
keep it off the record because it involves another branch of
the Government — we do not intend to encourage Congress
to spend the billions of the profit. (Laughter)

Q. If anything like that were done, it would be up to Congress
to take action?

THE PRESIDENT: We asked them to take action on the two billions.

Q. Congress would have to pass further legislation if you wanted
to make use of the profit?

THE PRESIDENT: Yes.
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Q. Do you hope that this will encourage international stabiliza-
tion?

THE PRESIDENT: I hope so.

Q. If you use a bullion system —

THE PRESIDENT: This is a bullion system. We will not coin any
gold coins except such as might be necessary to make up small
amounts less than a bar of gold. Loose change.

Q. In other words, I don’t see how you can make an artificial
gold price effective unless exchangeable in some form.

THE PRESIDENT: The bullion and small change would be used for
foreign settlements. Those take place every six months or a
year.

Q. Did you say that the export.embargo was removed?

THE PRESIDENT: No, no. Of course, after the whole system gets
into bullion, obviously the export embargo would be re-
moved to the extent that if we do have an unfavorable trade
balance at the end of the period, we would ship out bullion to
pay unfavorable trade balances. '

Q. There is no relaxation of the order, then?

THE PRESIDENT: No.

Q. Everybody in the country is wanting to know how it is going
to affect him.

THE PRESIDENT: How?

Q. He wants to know whether it is going to increase his buying
power or increase his wages — how much it is going to be felt.

THE PRESIDENT: Probably very little. Probably certain commodity
prices will go up to a certain extent and it will enable people,
knowing that Congress has said between jo0 and 60, to make
contracts ahead with far greater assurance than at the present
time, because today it is between 50 and 100.

Q. And now it will be definitely between 5o and 60?

THE PRESIDENT: That bill makes it between 5o and 6o.
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(Excerpts). January 17, 1934
(Party officials practicing law in Washington.)

Q. Mr. President, quite a few of us have been writing stories
about the activities of National Committeemen practicing be-
fore the Departments, and some have gone so far as to say that
it is embarrassing the Administration. Have you anything to
say on that?

THE PRESIDENT: I think if we can avoid reference to individuals,
it is all right to talk about the general principle. I have felt all
along that it is not quite in accord with the spirit of the
Administration that any individual who holds a high Party
position, such as National Committeeman, should earn a
livelihood by practicing law, because, in a sense, he holds him-
self out as having access to the back door of the Administra-
tion. It just “is not done.” . . .

11 ( White House Statement on Means to Pre-
vent Monopolistic Practices under N.R.A. Codes.

Executive Order No. 6569. January 20, 1934

THE President today signed an Executive Order (No. 6569) to
provide a practical and rapid way for making effective those pro-
visions of the National Industrial Recovery Act that were de-
signed to prevent persons, under the guise of purported sanctions
contained in codes of fair competition or independently or in
defiance of such codes, from engaging in monopolistic practices
or practices tending to eliminate, oppress or discriminate against
small enterprises.

Where a complainant shall have been dissatisfied with the dis-
position of his case by the agency of the Government which he
may have invoked, the complainant may press his case before the
Federal Trade Commission. If this Commission has no juris-
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diction to handle the complaint, it is to be referred to the Depart-
ment of Justice. Under such a method, grievances arising out of
codes of fair competition or based upon violations of those por-
tions of the anti-trust laws of the United States that prohibit
monopolistic practices, can be adequately aired and settled by
disinterested governmental agencies in accordance with the prin-
ciples set forth in the recovery legislation. The Federal Trade
Commission, in handling such complaints, will follow the pro-
cedure set forth in its organic act —a procedure that is informal,
not costly to the complainant, and expeditious.

These agencies, equipped with wide knowledge of and long
experience in issues of this nature, will be able to carve an or-
dered and just solution of the pressing economic problems neces-
sarily raised by the application of the principles inherent in the
recovery program. Conceptions as to what practices are monopo-
listic and are beyond the allowable area of the National Indus-
trial Recovery Act will thereby be enabled to rest upon realistic
foundations of the place to be accorded to concentrated capital
and cooperative effort in our modern economic civilization. The
result should be a coherent body of law, protective of the large
consuming interests and yet broad enough to afford the necessary
play for industry to act as a unit, free from the pressure of unre-
strained and wasteful competition. Such pathways lead to indus-
trial peace in the fullest sense of that word, a peace that will be
just to the various contending interests and which will afford a
permanent basis for our economic reconstruction.

NOTE: Of course the real victims conditions by which a larger por-
of monopolies are always the con- tion of the population could obtain
sumers, who are forced to pay ex- larger incomes would not be effec-
cessive prices unless the Govern- tive if the increase in the cost of
ment itself protects them. necessities of life proceeded at a

The rebuilding of the purchasing faster pace. The farm and indus-
power of all classes of our popula- trial programs of the Administra-
tion was the cornerstone of our pro- tion which were building up the
gram of recovery from the very be- incomes of producers and workers
ginning. This required first the rais- could result in a general increased
ing of income. But the creation of capacity to consume only if they
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were used in such a way as not to
inflate prices unduly. As a protec-
tion against this frustration of the
recovery program, the Administra-
tion at an early period created sev-
eral new offices and charged them
with the specific duty of safeguard-
ing the interests of consumers not
only in the matter of prices but of
policies affecting the quantity and
quality of goods produced and dis-
tributed.

The creation and operation of
these consumer agencies represented
a new principle in government. It
was the recognition of the right of
consumers to have their interests
represented in the formulation of
government policy and in the ad-
ministration of laws affecting the
production and distribution of
goods. I think it can be safely stated
that never before had the particular
problems of consumers been so thor-
oughly and unequivocally accepted
as the direct responsibility of gov-
ernment. The willingness to fulfill
that responsibility was, in essence,
an extension and amplification of
the meaning and content of demo-
cratic government.

On July 22, 1933, a Consumers’
Advisory Board was set up in N.R.A.
to protect the interests of consumers
as code provisions were being for-
mulated and administered.

As has been pointed out, the in-
itiative in code-making, and the ad-
ministration of approved codes re-
mained in the hands of organized
producers and sellers. The natural

result was that codes were directed
to remedying the evils most ob-
served by such groups rather than
the evils suffered by consumers.
While the protection of purchasers
was one of the functions of the
N.R.A,, little could be done affirm-
atively. Effort was limited to ap-
proving or disapproving suggested
provisions of codes. The N.R.A.
was able to eliminate code provi-
sions that might have fostered mo-
nopoly, but it was unable to en-
force the inclusion of provisions
which would make monopoly ille-
gal.

The N.R.A. provided that ap-
proved codes were to be exempt
from the anti-trust laws. At the same
time it provided that before the
President approved a code he must
be convinced that its provisions
were not designed to permit mo-
nopolies, or to eliminate or oppress
smaller enterprises. In the conflict
inherent in the ambiguities of these
provisions, every reasonable effort
was made to prevent provisions and
practices savoring of monopoly.

The Board did maintain constant
vigilance for consumers’ interests in
the formulation and administration
of codes. Proposed provisions which
would lead to price fixing or price
maintenance were closely examined.
Only when facts and circumstances
showed a clear necessity for price
maintenance clauses and only where
a maximum amount of consumer
protection was provided would the
consumer adviser approve the code.
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The Consumers’ Advisory Board
drafted and urged the adoption of
orders safeguarding the rights and
privileges of cooperative buying as-
sociations. Proposed prohibition of
quantity discounts, for example,
threatened the very existence of con-
sumers’ cooperatives. By an active
campaign, the Board was success-
ful in obtaining exemption from
these clauses for farmers’ and con-
sumers’ cooperatives (see Item 148,
Vol. II).

In general, the Board became the
Washington representative for con-
sumers throughout the Nation. Let-
ters giving information and calling
attention to specific cases of prof-
iteering, unfair combinations, and
other violations were carefully in-
vestigated. Hundreds of specific
cases of unfair code administration
were settled to the advantage of the
consumer through the active inter-
vention of the Board.

The Board was instrumental in
forming the local consumers’ coun-
cils, which have continued since the
termination of N.R.A. and which
give promise of affording a real me-
dium for the expression of consumer
needs.

The Board provided an impetus
to the study and development of
standards for consumers’ goods. In-
dependent organizations, whose in-
terest in standards was aroused, have
since been increasingly active along
these lines. It brought into the fore-
ground the consumers’ interest in
production, employment and wage

rates. It developed a better under-
standing on the part of income
receivers as to their interests as con-
sumers, and, together with the Con-
sumers’ Counsel Division of the
Agricultural Adjustment Adminis-
tration, has been largely responsible
for the subsequent cooperative ef-
forts at self-protection by consumers.
It was reconstituted as the Con-
sumers Division of the National Re-
covery Administration on July 3o,
1935, by Executive Order No. 4120
(see Vol. IV, Item g8).
Recognition of consumer interests
in the agricultural recovery program
was implicit in the Agricultural Ad-
justment Act as was its recognition
in the National Industrial Recovery
Act. It was one of the stated pur-
poses of A.A.A. to “establish a bal-
ance between production and con-
sumption of farm products.” In the
administration of this Act, the Sec-
retary of Agriculture created the
office of Consumers’ Counsel on
June 27, 1933, for the purpose of
representing the interests of con-
sumers at every stage in the activi-
ties of the A.A.A. It was believed
essential that both producers’ and
consumers’ interests be represented
by trained economists, highly skilled
in research and in the interpreta-
tion of economics. Basically the
long-time concerns of both groups
coincide, since the consumer wants
the producer to receive the kind of
return for his produce that will in-
sure the continuance of an ade-
quate food supply, and the farmer
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wants the consumer to be able to
buy an adequate volume of farm
products.

In the approach toward this com-
mon ultimate goal, however, con-
flict on particular points inevitably
appears, and in such instances it
has been the function of the Con-
sumers’ Counsel to represent the
consumer and assist in finding the
point of maximum justice to him
and to the producer. Once a pro-
duction program, a marketing
agreement, or license is in effect, it
becomes the function of the Con-
sumers’ Counsel to observe its op-
eration and determine whether or
not the results anticipated at the
time it was framed are actually
being obtained. Where it appears
that they are not, the Counsel has a
double duty: to urge reconsidera-
tion of the program within the
A.AA., and to give publicity to the
facts as they exist.

The office of Consumers’ Coun-
sel is still functioning as a division
of the A.A.A. and issues a bi-weekly
illustrated bulletin for the general
reader which is called the “Con-
sumers’ Guide,” and which has the
double purpose of educating non-
farm consumers on the economic
problems of the farm population
and their relation to the general
welfare, and to promote the more
effective use of purchasing power.

In the exercise of its duties, the
office of Consumers’ Counsel has
participated in the economic anal-
yses, conferences, and hearings in-

volved in the formulation of plans
for and the administration of the
provisions of the agricultural pro-
gram. At hearings on any phase of
this program the Consumers’ Coun-
sel and his staff present testimony,
and question witnesses with a view
to establishing the consumers’ posi-
tion with respect to the program.
Under its second function, the Con-
sumers’ Counsel office assembles and
makes public factual material on
changes in supplies and prices of
foods and other farm products; and
attempts to assist in the self-protec-
tion of consumers by publishing in-
formation intended to advise them
in wise and economical buying.

Inevitably in the course of its
work, this office has found itself
confronted with such problems as
price-fixing, spreads between the
producer and consumer, and meth-
ods of bringing about more effec-
tive distributive processes between
the farm and the city. The Con-
sumers’ Counsel office has advo-
cated, as a general policy, reduction
of spreads wherever possible and
has scrutinized agreements, codes,
and licenses to detect provisions
which might result in Government
sanction of increased spreads. It has
supported the position of the Ad-
ministration that such arrange-
ments should not become merely
instruments for securing monopo-
listic advantages.

The foregoing statement, setting
forth the provisions of Executive
Order No. 6569, is an example of
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other efforts made by the Admin- No. 6632, I set up an independent
istration to prevent monopolistic body to investigate the complaints
practices under the codes. A few that monopolies were resulting from
months later, by Executive Order N.LR.A. (see Item 39, this volume).

(See Item g8, Vol. IV, for a further discussion of activities in behalf of
consumers.)

12 (Letter Limiting the Lending Power of the
Reconstruction Finance Corporation.

January 21, 1934
Dear Jesse:

I nave approved the bill, S. 2125, 73d Congress, 2d Session, “To
continue the functions of the Reconstruction Finance Corpora-
tion, to provide additional funds for the Corporation, and for
other purposes.”

It is my understanding that the bill does not confine the total
lending authority of the Reconstruction Finance Corporation to
the sum of $850,000,000 specified therein, but that the extension
of the life of the Corporation automatically makes available to it
the amount of any repayments received during the period of such
extension and that you may make commitments and expendi-
tures under the indefinite provisions of the Reconstruction Fi-
nance Corporation Act. It is to be noted that the bill does not
confine the payments on account of commitments and agree-
ments entered into by the Corporation to the period ending
February 1, 1935, but provides for payments over a period of
one year after the date of such commitments and agreements.

In order to confine all additional expenditures required to be
made in 1935, which were not expressly provided for in the
Budget, to the amount indicated in my Budget Message, I find it
necessary to advise you that my approval of this bill is given with
the distinct understanding that the cash withdrawals from the
Treasury by the Corporation for the fiscal year 1935, including
any debentures issued for the purchase of preferred stock and
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capital notes of banks, and exclusive of the funds which you may

be called upon to allocate to other agencies of the Government

as provided by law, will not, without my prior approval, exceed

the sum of $500,000,000, and that no commitments or agree-

ments shall be made so that expenditures may be made thereon

after June g0, 1935. Your estimates of repayments for the fiscal

year 1935 indicate that this total authorized expenditure of $500,-

000,000 may for the most part be made out of repayments.
Cordially yours,

Hon. Jesse Jones

Chairman, Reconstruction Finance Corp.

Washington, D. C.

13 (White House Statement on Payments Due
Americans from Germany. January 22,1934

"TiE President talked with the German Ambassador about pay-
ments due to Americans by German States, municipalities and
corporations, which payments now pass by decree through the
German Treasury.

The President asked definitely that American creditors be
given the same treatment as the creditors of other Nations.

In addition, the President told the Ambassador of his desire
that commercial relations be stimulated between the United
States and Germany.

14 (Radio Address on the Occasion of the Presi-
dent’s First Birthday Ball for the Benefit of
Crippled Children. January 3o, 1934

Tonicut I am very deeply moved by the choice of my birthday

anniversary for the holding of Birthday Balls in so many com-

munities, great and small, throughout the country. I send you

my greetings and my heartfelt thanks; but at the same time I feel
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that I have the right to speak to you more as the representa-
tive on this occasion of the hundreds of thousands of crippled
children in our country.

It is only in recent years that we have come to realize the true
significance of the problem of our crippled children. There are
so many more of them than we had any idea of. In many sections
there are thousands who are not only receiving no help but whose
very existence has been unknown to the doctors and health serv-
ices.

A generation ago somewhat the same situation existed in rela-
tion to tuberculosis. Today, because of constant stressing of the
subject, the Nation understands the tuberculosis problem and
has taken splendid steps not only to effectuate cures but also to
prevent the spread of the disease.

The problem of the crippled child is very similar. Modern
medical science has advanced so far that a very large proportion
of children who for one reason or another have become crippled
can be restored to useful citizenship. It remains, therefore, only
to spread the gospel for the care and cure of crippled children
in every part of this kindly land to enable us to make the same
relative progress that we have already made in the field of tu-
berculosis.

As all of you know, the work at Warm Springs has been close
to my heart, because of the many hundreds of cases of infantile
paralysis which have been treated there. It is a fact that infantile
paralysis results in the crippling of more children and of grown-
ups than any other cause. Warm Springs is only one of the many
places where kindness and patience and skill are given to handi-
capped people. There are hundreds of other places, hospitals and
clinics, where the surgeons, doctors and nurses of the country
gladly work day in and day out throughout the years, often with-
out compensation.

Warm Springs, through the generous gifts which are being
made to the Foundation tonight, will be able to increase its use-
fulness nationally, especially in the field of infantile paralysis.
‘We shall be able to take more people and I hope that these people
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will be able to come to us on the recommendation of doctors
from every State in the Union. I want to stress, however, that the
problem of the crippled child is so great that in every community
and in every State the local facilities for caring for the crippled
need the support and the interest of every citizen. Let us well re-
member that every child and indeed every person who is restored
to useful citizenship is an asset to the country and is enabled “to
pull his own weight in the boat.” In the long run, by helping
this work we are contributing not to charity but to the building
up of a sound Nation.

At Warm Springs the facilities are available, insofar as beds
and funds permit, to the rich and to the poor.

The fund to which you contribute tonight will undoubtedly
permit us to extend the facilities of Warm Springs in a greater
degree than before. I like to think and I would like each one of
you who hears me to remember that what you are doing means
the enriching of the life of some crippled child. I know and you
know that there could be no finer purpose than our will to aid
these helpless little ones.

Today so many thousands of welcome telegrams and postcards
and letters of birthday greetings have poured in on me in the
White House that I want to take this opportunity of thanking all
of you who have sent them. From the bottom of my heart I am
grateful to you for your thought. I wish I could divide myself by
six thousand and attend in person each and every one of these
birthday parties. I cannot do that, but I can be and I am with you
all in spirit and in the promotion of this great cause for which
we all are crusading.

No man has ever had a finer birthday remembrance from his
friends and fellows than you have given me tonight. It is with a
humble and thankful heart that I accept this tribute through me
to the stricken ones of our great national family. I thank you but
lack the words to tell you how deeply I appreciate what you have
done and I bid you good night on what is to me the happiest
birthday I ever have known.
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NOTE: Each year during my term
as President, a National Committee
has sponsored so-called Birthday
Balls on January goth, which is my
birthday. The purpose of the balls
has been to raise funds for the
helping of crippled children not
only at the Foundation at Warm
Springs, but all through the coun-
try. These gatherings have resulted

in great assistance not only in treat-
ing infantile paralysis and other
diseases which cripple children, but
also in research as to the causes and
prevention of the diseases.

On May 9, 1934, I expressed my
thanks again for the proceeds of
these balls and pointed out how the
funds were going to be allocated
(see Item #%8, this volume).

15 ( White House Statement on Presidential
Proclamation (No. 20%2) Fixing the Weight of
the Gold Dollar. January 31,1934

1. AcTiNG under the powers granted by Title g of the Act ap-
proved May 12, 1933 (Thomas Amendment to the Farm Relief
Act), the President today issued a Proclamation fixing the weight
of the gold dollar at 15%; grains nine-tenths fine. This is 59.06
plus percent of the former weight of 25%¢ grains, nine-tenths
fine, as fixed by Section 1 of the Act of Congress of March 4,
190o. The new gold content of the dollar became effective im-
mediately on the signing of the Proclamation by the President.
Under the Gold Reserve Act of 1934, signed by the President
Tuesday, January goth, title to the entire stock of monetary gold
in the United States, including the gold coin and gold bullion
heretofore held by the Federal Reserve Banks and the claim upon
gold in the Treasury represented by gold certificates, is vested in
the United States Government, and the “profit” from the reduc-
tion of the gold content of the dollar, made effective by today’s
Proclamation, accrues to the United States Treasury. Of this
“profit” two billion dollars, under the terms of the Gold Reserve
Act and of today’s Proclamation, constitute a stabilization fund
under the direction of the Secretary of the Treasury. The bal-
ance will be converted into the general fund of the Treasury.
Settlement for the gold coin, bullion and certificates taken .
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over from the Federal Reserve Banks on Tuesday upon the ap-
proval of the Act was made in the form of credits set up on the
Treasury’s books. This credit due the Federal Reserve Banks is
to be paid in the new form of gold certificates now in course of
production by the Bureau of Engraving and Printing. These cer-
tificates bear on their face the wording:

“This is to certify that there is on deposit in the Treasury
of the United States of America dollars in gold, pay-
able to bearer on demand as authorized by law.”

They also will carry the standard legal tender clause, which is as
follows:

“This certificate is a legal tender in the amount thereof in
payment of all debts and dues, public and private.”

The new gold certificates will be of the same size as other cur-
rency in circulation and the only difference, other than the
changes in wording noted above, is that the backs of the new cer-
tificates will, as used to be done, be printed in yellow ink. The
certificates will be in denominations up to $100,000.

In his Proclamation of today the President gives notice that he
reserves the right, by virtue of the authority vested in him, to
alter or modify the present Proclamation as the interest of the
United States may seem to require. The authority by later Proc-
lamations to accomplish other revaluations of the dollar in terms
of gold is contained in the Gold Reserve Act signed on Tuesday.

2. The Secretary of the Treasury, with the approval of the
President, issued a public announcement that beginning Febru-
ary 1, 1934, he will buy through the Federal Reserve Bank of
New York as fiscal agent, for the account of the United States,
any and all gold delivered to any United States Mints or the Assay
Offices in New York or Seattle, at the rate of $35.00 per fine troy
ounce, less the usual Mint charges and less one-fourth of one
percent for handling charges. Purchases, however, are subject to
compliance with the regulations issued under the Gold Reserve
Act of 1934.
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3. The Secretary of the Treasury today promulgated new reg-
ulations with respect to the purchase and sale of gold by the
Mints. Under these regulations the Mints are authorized to pur-
chase gold recovered from natural deposits in the United States
or any place subject to its jurisdiction, unmelted scrap gold, gold
imported into the United States after January go, 1934, and such
other gold as may be authorized from time to time by rulings of
the Secretary of the Treasury. No gold, however, may be pur-
chased which has been held in noncompliance with previous acts
or orders, or noncompliance with the Gold Reserve Act of 1934,
or these Regulations. Affidavits as to the source from which the
gold was obtained are required, except in the case of nuggets or
dust of less than five ounces, where a statement under oath will
suffice. In the case of imported gold, the Mints may purchase only
that which has been in customs custody after its arrival in the
Continental United States.

The price to be paid for gold purchased by the Mints is to be
$35.00 per troy ounce of fine gold, less one-fourth of one percent
and less Mint charges. This price may be changed by the Secre-
tary of the Treasury at any time without notice.

The Mints are authorized to sell gold to persons licensed to
acquire it for use in the industries, professions, or arts, but not to
sell more than is required for a three months’ supply for the pur-
chaser. The price at which gold is to be sold by the Mints will be
$35.00 per troy ounce, plus one-fourth of one percent. This
price also may be changed by the Secretary of the Treasury with-
out notice.
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16 (Presidential Proclamation (No. 2072) Fix-
ing the Weight of the Gold Dollar. January 31,

1934

‘Whierkeas, by virtue of Section 1 of the Act of Congress approved
March 14, 1goo (31 Stat. L. 45), the present weight of the gold
dollar is fixed at 25.8 grains of gold nine-tenths fine; and

WHEREAS, by Section 43, Title III of the Act approved May 12,
1933 (Public, No. 10, 73d Cong.), as amended by Section 12 of
the Gold Reserve Act of 1934, it is provided in part as follows:

“Whenever the President finds, upon investigation, that (1)
the foreign commerce of the United States is adversely affected
by reason of the depreciation in the value of the currency of any
other Government or Governments in relation to the present
standard value of gold, or (2) action under this section is neces-
sary in order to regulate and maintain the parity of currency is-
sues of the United States, or (3) an economic emergency requires
an expansion of credit, or (4) an expansion of credit is necessary
to secure by international agreement a stabilization at proper
levels of the currencies of various Governments, the President is
authorized, in his discretion —

“(a) To direct the Secretary of the Treasury to enter into
agreements with the several Federal Reserve Banks and with the
Federal Reserve Board whereby the Federal Reserve Board will,
and it is hereby authorized to, notwithstanding any provisions of
law or rules and regulations to the contrary, permit such Reserve
banks to agree that they will, (1) conduct, pursuant to existing
law, throughout specified periods, open market operations in ob-
ligations of the United States Government or corporations in
which the United States is the majority stockholder, and (2) pur-
chase directly and hold in portfolio for an agreed period or pe-
riods of time Treasury bills or other obligations of the United
States Government in an aggregate sum of $3,000,000,000 in ad-
dition to those they may then hold, unless prior to the termina-
tion of such period or periods the Secretary shall consent to their
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sale. No suspension of reserve requirements of the Federal Re-
serve Banks, under the terms of section 11 (c) of the Federal Re-
serve Act, necessitated by reason of operations under this section,
shall require the imposition of the graduated tax upon any de-
ficiency in reserves as provided in said section 11 (c). Nor shall it
require any automatic increase in the rates of interest or discount
charged by any Federal Reserve Bank, as otherwise specified in
that section. The Federal Reserve Board, with the approval of
the Secretary of the Treasury, may require the Federal Reserve
banks to take such action as may be necessary, in the judgment of
the Board and of the Secretary of the Treasury, to prevent undue
credit expansion.

“(b) If the Secretary, when directed by the President, is un-
able to secure the assent of the several Federal Reserve Banks
and the Federal Reserve Board to the agreements authorized in
this section, or if operations under the above provisions prove to
be inadequate to meet the purposes of this section, or if for any
other reason additional measures are required in the judgment
of the President to meet such purposes, then the President is au-
thorized —

* * *

“(2) By proclamation to fix the weight of the gold dollar in
grains nine-tenths fine and also to fix the weight of the silver dol-
lar in grains nine-tenths fine at a definite fixed ratio in relation
to the gold dollar at such amounts as he finds necessary from his
investigation to stabilize domestic prices or to protect the foreign
commerce against the adverse effect of depreciated foreign cur-
rencies, and to provide for the unlimited coinage of such gold
and silver at the ratio so fixed, or in case the Government of the
United States enters into an agreement with any Government or
Governments under the terms of which the ratio between the
value of gold and other currency issued by the United States and
by any such Government or Governments is established, the Presi-
dent may fix the weight of the gold dollar in accordance with the
ratio so agreed upon, and such gold dollar, the weight of which
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is so fixed, shall be the standard unit of value, and all forms of
money issued or coined by the United States shall be maintained
at a parity with this standard and it shall be the duty of the Sec-
retary of the Treasury to maintain such parity, but in no event
shall the weight of the gold dollar be fixed so as to reduce its
present weight by more than 5o per centum. Nor shall the weight
of the gold dollar be fixed in any event at more than 6o per
centum of its present weight. The powers of the President speci-
fied in this paragraph shall be deemed to be separate, distinct,
and continuing powers, and may be exercised by him, from time
to time, severally or together, whenever and as the expressed ob-
jects of this section in his judgment may require; except that such
powers shall expire two years after the date of enactment of the
Gold Reserve Act of 1934 unless the President shall sooner de-
clare the existing emergency ended, but the President may ex-
tend such period for not more than one additional year after
such date by proclamation recognizing the continuance of such
emergency’’; and

WHaEREAs, I find, upon investigation, that the foreign com-
merce of the United States is adversely affected by reason of the
depreciation in the value of the currencies of other Governments
in relation to the present standard value of gold, and that an eco-
nomic emergency requires an expansion of credit; and

WHEREASs, in my judgment, measures additional to those pro-
vided by sub-section (a) of said section 43 are required to meet
the purposes of such section; and

WHEREAs, I find, from my investigation, that, in order to
stabilize domestic prices and to protect the foreign commerce
against the adverse effect of depreciated foreign currencies, it is
necessary to fix the weight of the gold dollar at 15%; grains nine-
tenths fine,

Now, THEREFORE, be it known that I, Franklin D. Roosevelt,
President of the United States, by virtue of the authority vested
in me by section 43, Title III, of said act of May 12, 1933, as
amended, and by virtue of all other authority vested in me, do
hereby proclaim, order, direct, declare, and fix the weight of the
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gold dollar to be 15%;1 grains nine-tenths fine, from and after the
date and hour of this Proclamation. The weight of the silver dol-
lar is not altered or affected in any manner by reason of this Proc-

lamation.

This Proclamation shall remain in force and effect until and
unless repealed or modified by act of Congress or by subsequent
Proclamation; and notice is hereby given that I reserve the right
by virtue of the authority vested in me to alter or modify this
Proclamation as the interest of the United States may seem to

require.

NOTE: The Gold Reserve Act and
the Proclamation which followed
were the culmination, for the time
being, of the monetary program in-
itiated in March, 1933.

In order to show the relationship
of the various measures, taken dur-
ing this period of ten months, to
each other and to our underlying
objectives, I summarize our aims
and the successive steps by which
they were put in course of accom-
plishment. (See also Items 13, 16,
33, 42, 120, 146 and 187A of Vol
IT and Items 8, g, 89 and 146 of this
volume.)

This was what we wanted to do:

1. To attain and, once attained,
to maintain reasonably equi-
table and stable income rela-
tionships among the different
groups: workers, farmers, busi-
ness men, investors, etc.

2. To prevent marked fluctua-
tions or sharp trends in whole-
sale price levels.

3. To maintain a reasonably stable
cost of living.

4. To foster steadily increasing
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employment, more widespread
income and purchasing power,
and an orderly expansion of
business activity.

. To maintain such position of

the dollar with reference to
other currencies, as would en-
courage an increasing domestic
and foreign trade, and thereby
help raise the standard of liv-
ing and promote peace.

To eliminate broad fluctuations
in exchange rates without sac-
rificing sovereignty over our
monetary policy.

. To facilitate the smooth and

easy adjustment of international
payments and foster stability of
foreign monetary systems.

. To avoid competitive deprecia-

tion of currencies.

. To restrict the “unjustified en-

richment” — the unearned profit
from gold and foreign exchange
—which at other times here
and at all times in most other
Nations was permitted to fall
to a privileged few as a result of
governmental monetary action.



The Weight of the Gold Dollar

10. To make more effective the con-
" trol of our monetary system
and of the metallic reserves of
gold and silver used as its base;
and to make clear that it be-
longs where the Constitution
says it does—in the Congress
rather than in the hands of the
bankers and the speculators.

The various steps we took to ac-
complish these objectives had neces-
sarily to be guided by three prin-
ciples:

a. The country’s monetary sys-
tem was in a seriously disrupted
condition when our program
started. The first actions taken had
to be emergency measures designed
to make immediate provision for
preventing the system from going
to pieces completely.

b. The relation of our monetary
system to the commerce, industry,
and finance of the Nation is such
that progress can only be made
gradually and by successive steps in
order to avoid unnecessary disloca-
tions and disruptions in the busi-
ness of the country.

c. The things we were trying to
do had never been done in the same
way before. We were not dealing
with theories, but with facts. It was
sometimes necessary, therefore, to
make our program effective step by
step and to observe and analyze the
effects of one step before we could
be certain we were right in taking
the next one.

I shall outline again the succes-
sive steps we took, already partly
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enumerated in Volume II; and it
will be seen that each one of them
was actuated by one or more of the
considerations I have already de-
scribed.

1. In connection with the bank-
ing holiday, banks and Govern-
ment officials were generally pro-
hibited from paying out gold; the
export of gold was forbidden and
steps were taken to eliminate hoard-
ing of gold and currency. (See Vol.
II, Item 8.) This was an emergency
measure, but it was also the first of
the steps in transferring to the Fed-
eral Government the more effective
control and regulation of the mone-
tary system, including monetary
gold, and in restricting the private
profits of a privileged few out of
the Government’s action.

2. Gold and gold certificates were
required by Executive Order to be
surrendered to the Treasury. (See
Vol. II, Item 33.) This will at once
be seen to have been the next step
toward these ends. There was a
comparatively small group of indi-
viduals who at that time owned
gold or obligations payable in gold,
or were able to speculate in foreign
exchange, and who therefore, if we
had not taken this step, would have
been in a position to profit as a
result of the misfortunes of the
great mass of our citizens and as a
result of the measures taken by the
Government to alleviate those mis-
fortunes and to correct the condi-
tions responsible for them. Calling
in privately owned gold, prohibit-



The Weight of the Gold Dollar

ing the enforcement of “gold-
clause” obligations, and regulating
foreign exchange were all designed
to help prevent such results as well
as to accomplish our other objec-
tives.

3. The issuance of licenses to ex-
port gold was discontinued and
dealings in foreign exchange were
subjected to examination and regu-
lation. (See Vol. II, Item 42.) This
was a development of that aspect of
the monetary program which relates
to the foreign exchange value of
the dollar. This foreign exchange
value — that is, the amount of for-
eign currency such as francs, pounds
or marks which can be exchanged
for a dollar —is intimately and in-
evitably connected with our foreign
trade. The condition of that for-
eign trade is, of course, in turn re-
flected in our own domestic situa-
tion, directly through the amount
of manufactured products and raw
materials which we are able to sell
abroad and through the prices we
in turn have to pay for imported
material; and indirectly by the ef-
fect which our foreign trade neces-
sarily has on our own price level,
on our own volume of domestic
activity and on our own standard
of living.

Certain considerations must be
borne in mind in any discussion of
how the monetary program was re-
lated to our domestic price level.
The American dollar is, like almost
all other national currencies, re-
lated to gold. In our own situation

that relationship, prior to 1933,
took the form of a legal definition
of the dollar in terms of grains of
gold. This created a definite and
determinable parity between the
dollar and gold and, through the
dollar, a relationship between gold
and the price level. In other words,
it was always possible, given the
dollar price of the commodity in
question, to determine how many
grains of gold would buy a bushel
of wheat, a bale of cotton, or any
other commodity. It therefore was
apparent that any undervaluation
of gold in terms of dollars would
be related to the question of under-
valuation of commodities in terms
of dollars. The suspension of gold
payments, followed by a progres-
sively rising dollar-price for gold,
was therefore designed to contrib-
ute to the rise in commodity prices
which we felt was essential to
restore the purchasing and debt-
paying ability of the American
people.

As noted, a further part of the
program was to achieve a price level
which would not be subject to
major fluctuations, once an appro-
priate level had been reached. A
contribution to this, it was contem-
plated, would be to fix, definitely,
the gold value of the dollar, at least
for the time being, after that value
had been raised to an apparently
sufficient point. It was therefore de-
sirable to change the price of gold
gradually during an interim period;
and it was also desirable that prior
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to ultimate stabilization these prices
should be temporary rather than
permanent or semi-permanent. In
order to accomplish this, the Gov-
ernment instituted a gold-buying
program at gradually increasing
Pprices.

4. The President was authorized
by the Congress in the so-called
“Thomas Amendment” to the Farm
Relief Act to “devalue” the dollar
—that is, to reduce the number of
grains of gold constituting the statu-
tory gold content of the dollar. (See
Vol. 11, Item 54.) This was done in
order to provide the machinery by
which an official and stable gold
content for the dollar could be
fixed. This authority, however, was
not exercised until I issued the
Proclamation of January 31, 1934,
to which this note is appended. The
gold content could not be fixed
lower than o percent, and, as will
be seen later, the upper limit was
afterwards fixed by law at 6o per-
cent, of the previous gold content.
The Proclamation of January 31,
1934, fixed the gold content at 15-
5/21 grains nine-tenths fine as com-
pared with 25-8/10 grains nine-
tenths fine and, therefore, was a
reduction of about j9.6 percent.
That Proclamation, therefore, did
not exhaust the possibility of fur-
ther devaluation since the dollar
could, under the law, be reduced
the further 9.6 percent that remains
before reaching 5o percent.

5. “Gold clauses” — that is, provi-
sions for payment of money obliga-

tions in gold coin or in gold — were
declared invalid by the Congress.
(Joint Resolution of June 5, 1933.)
This was another measure designed
to prevent unfair profits from ac-
cruing to a very small group of
creditors and the placing of unfair
burdens not only on the corre-
sponding debtors, but on the gen-
eral tax-paying public as a whole.
It assured payment of the dollar
amount of the obligation rather
than of a purely fictitious gold
“value.”

6. The sale on consignment of
newly-mined domestic gold (August
29, 1933) and, later (October 25,
1933), the purchase by the Recon-
struction Finance Corporation of
newly-mined domestic gold were
authorized (see Vol. II, Item 120).
These purchases made possible the
gradually increasing gold price to
which I have already referred. From
October 24, 1933, to January, 1934,
this price increased from $29.80 to
$34.45, the latter price thus paving
the way for the action that was
taken by the Proclamation of Janu-
ary 31, 1934

7. The Gold Reserve Act was
passed on January 3o, 1934. It was
essentially an act designed to am-
plify and consolidate the instru-
ments which had been devised up
to that time for monetary control.
Its aim was to provide that nicety
of balance between fixity and free-
dom in the monetary system which
would bring about a sufficient
amount of stabilization, and yet
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leave room for the protection of
domestic price levels and the value
of the dollar in foreign markets
from “accidents of international
trade, international policies of
other Nations, and political disturb-
ances in other countries,” as set
forth in my address as early as Oc-
tober 22, 1933 (see Vol. II, Item
146).

The Act was another decisive step
by which the United States took
“firmly in its own hands the control
of the gold value of our dollar,” as
mentioned in that speech. It also
gave the President wide authority
with respect to fixing the weight of
the silver dollar and subsidiary
coins and to the issuance of silver
certificates.

Some of the outstanding provi-
sions of the Act were:

(a) It transferred title to all gold
owned by the Federal Reserve
Banks to the United States Govern-
ment. This was the final step in the
concentration in the Federal Treas-
ury of all of the country’s monetary
gold.

(b) It limited the President’s
power to devalue the dollar by fix-
ing an upper limit of 6o percent.
This placed the range in which the
new gold content could be fixed at
between ko and 6o percent of
the former weight, and was one of
the recommendations contained in
my message to the Congress of Jan-
uary 15, 1934. (See Item 8, this vol-
ume.)

(c) It established a Stabilization

Fund of $2,000,000,000 out of the
profit which was to accrue from de-
valuation. (Reduction in the gold
content of the dollar resulted in a
“profit,” in that the gold in the
Treasury represented, after devalu-
ation, a number of dollars increased
by the percentage of devaluation.)
The Stabilization Fund was estab-
lished “for the purpose of stabiliz-
ing the exchange value of the dol-
lar.” By means of the Fund, the
Secretary of the Treasury, with the
approval of the President, was au-
thorized to deal in gold and foreign
exchange and such other instru-
ments of credit and securities as he
might deem necessary for stabiliza-
tion purposes. The enactment of
this provision furnished another
means whereby the foreign ex-
change value of the dollar could
be controlled and by which the dol-
lar could be kept at its appropriate
place in relation to other currencies.
After three years of operation of
the Stabilization Fund, I may be
pardoned for expressing gratifica-
tion at the successful results that
have been achieved through it.
These results include not only the
maintenance of the stability of the
American dollar but the introduc-
tion of a powerful new factor work-
ing for stability in international
exchange and serving as an instru-
ment on the one hand of interna-
tional cooperation and, on the
other, of protecting the foreign
exchange situation against specu-
lative attacks which in the past
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have interfered with legitimate
financial and commercial trans-
actions.

(d) It revised and clarified pre-
viously existing provisions of law
granting to the Secretary of the
Treasury the power to buy and sell
gold. As we have already seen, pur-
chases and sales of gold by the Treas-
ury are a further means by which
the relationship of the dollar to gold
and, therefore, to foreign currencies
and commodity prices, can be regu-
lated.

(e) It authorized the Secretary of
the Treasury, with the approval of
the President, to regulate dealings
in gold and prohibited activities
not permitted by such regulations.
The purpose of this section was to
bring gold transactions permanently
under the supervision of the Fed-
eral Government in order to pre-
vent the hoarding of and private
speculations in monetary gold which
had, prior to March, 1933, so seri-
ously hampered the Government’s
control of its monetary system. The
regulations issued pursuant to this
provision have been amended from
time to time.

(f) It abolished gold coin as a
component of our monetary system,
and provided that no gold coin
should be issued in the future, that
all monetary gold should be formed
into bars, and that, generally speak-
ing, no currency of the United
States should be redeemed in gold
except as directed by the Secretary
of the Treasury with the approval

of the President, and then only in
gold bullion.

8. The day after approving the
Gold Reserve Act of 1934, I issued
the foregoing Proclamation fixing
the weight of the gold dollar at
15-5/21 grains of gold nine-tenths
fine. On the same day, purchase of
gold by the Treasury was authorized
at $35 per ounce less one-fourth of
one percent, and it was announced
that gold would be sold at $35 per
ounce plus one-fourth of one per-
cent for export to foreign central
banks “whenever our exchange rates
with gold standard currencies
reached the gold export points so
fixed.” The monetary value of gold
so fixed by the Proclamation and the
price set for Treasury purchases and
sales were approximately equal to
the foreign exchange equivalent of
the price of gold in the international
markets at that time.

The Proclamation pointed out
that the right was reserved by the
President to alter or modify the
terms of this Proclamation by vir-
tue of his authority if the interest
of the United States might seem to
require it.

No further policy-making steps
were taken by the Administration
in regard to gold until the three-
party arrangement of September 25,
1936 (see Vol. V, Item 135). Dur-
ing this period, confidence in the
American dollar was completely re-
vived, and much of the capital
which had been exported prior to
March 4, 1933, was returned to this
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country. Indeed foreign capital be- foreign trade improved, and income
gan to come here for safekeeping. relationships began to readjust
The domestic price level revived, themselves.

17 (White House Statement Approving Study
to Establish a Uniform Federal Aviation Policy.
February 2, 1934

"THE President today approved the suggestion made by the Secre-
tary of Commerce that, in view of the rapid development of avi-
ation in several Federal branches, an inter-departmental study
should be made for the purpose of establishing a uniform Federal
aviation policy.

The study would seek to ascertain to what extent coordination
may be effected and greater efficiency attained in promoting and
fostering aviation for military, commercial, air mail and private
flying purposes.

The study also would endeavor to determine to what extent
aviation may be utilized by all governmental agencies with the
view to saving time and money.

The President authorized Secretary Roper to initiate the study
in cooperation with Members of the Cabinet who are charged
with the various phases of aviation.

18 ((The Export-Import Bank of Washington Is
Created. Executive Order No. 6581.
February 2, 1934

‘WhEereas the Congress of the United States has declared that a
national emergency exists by reason of widespread unemploy-
ment and disorganization of industry; and has declared it to be
the policy of Congress to remove obstacles to the free flow of
interstate and foreign commerce which tend to diminish the
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amount thereof, to provide for the general welfare, by promoting
the fullest possible utilization of the present productive capacities
of industries, to reduce and relieve unemployment, to improve
standards of labor, and otherwise to rehabilitate industry; and

WHEREAS in order to meet said emergency and to provide the
relief necessary to protect the general welfare of the people the
Congress has enacted, inter alia, the following acts:

1. National Industrial Recovery Act, approved June 16,
1933;

2. Reconstruction Finance Corporation Act, approved Jan-
uary 22, 1932;

3. Bank Conservation Act, approved March 9, 1933; and

WHEREAS in order effectively and efficiently to carry out the
provisions of said acts it is expedient and necessary that a bank-
ing corporation be organized with power to aid in financing and
to facilitate exports and imports and the exchange of commod-
ities between the United States and other Nations or the agencies
or nationals thereof;

Now, THEREFORE, under and by virtue of the authority vested
in me by the National Industrial Recovery Act of June 16, 1933,
it is hereby declared that an agency, to wit: a banking corpora-
tion, be created pursuant to Title 5, Chapter g, Section 261 of the
Code of the District of Columbia, under the name of Export-Im-
port Bank of Washington.

The governing body of said corporation shall consist of a board
of trustees composed of five members, and the following persons,
who have been invited and who have given their consent to serve,
shall act as incorporators and shall handle the concerns of the cor-
poration for the first year:

Daniel C. Roper, Secretary of Commerce

Robert F. Kelley, Chief of the Division of Eastern Euro-
pean Affairs, Department of State

Chester C. Davis, Administrator, Agricultural Adjustment
Administration

Stanley Reed, General Counsel, Reconstruction Fi-
nance Corporation
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Lynn P. Talley, Executive Assistant to the Directors of
' the Reconstruction Finance Corpora-
tion.

The operations of the corporation shall be carried on in the
District of Columbia, and the main office of the corporation shall
be at 1825 H Street N.W., Washington, District of Columbia.

The amount of capital stock of the corporation shall be $11,-
000,000, divided into classes and shares as follows:

(a) $1,000,000 par value of common stock, divided into
10,000 shares of the par value of $100 each; and

(b) $10,000,000 par value of preferred stock, divided into
10,000 shares of the par value of $1,000 each.

The Secretary of State and the Secretary of Commerce are
hereby authorized and directed to cause said corporation to be
formed, with such certificate of incorporation, and bylaws, as they
shall deem requisite and necessary to define the methods by which
the corporation shall conduct its business.

The persons above named are authorized and directed to sub-
scribe for all of the common capital stock for the use and benefit
of the United States, of which amount five shares may be held in
the respective names of the initial trustees and their successors if
required by the law under which said banking corporation is in-
corporated.

There is hereby set aside for the purpose of subscribing for the
common capital stock of said corporation the sum of $1,000,000
out of the appropriation of $3,300,000,000 authorized by Section
220 of the National Industrial Recovery Act and made by the
Fourth Deficiency Act, fiscal year 1933, approved June 16, 1933
(Public No. 77, 73d Congress).

It is hereby further directed that any common stock in said
corporation standing in the name of the United States shall be
voted by such person or persons as they —the Secretary of State
and the Secretary of Commerce —shall appoint as their joint
agent or agents for that purpose. Any vacancies occurring in the
initial board of trustees shall be filled by the board of trustees,
subject to the approval of the President of the United States.
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NOTE: The N.LR.A. granted au-
thority to the President to cause the
creation of a banking corporation
such as that authorized by the fore-
going Executive Order.

As the depression years contin-
ued, and as the various Nations of
the world made efforts to manage
their currency and to regulate the
flow of import trade, the number of
medium and long-term foreign loans
by private banks naturally declined,
until by this time they had practi-
cally ceased. The net result was a
serious curtailing of foreign busi-
ness.

Most of the important trading
Nations of the world saw the ne-
cessity for providing governmental
credit facilities for the foreign trade
of their citizens. The purpose of
the Export-Import Bank was to aid
in financing exports between the
United States and any foreign coun-
try or its citizens.

The first bank, authorized by the
foregoing Order, was organized to
assist in financing the trade which
was expected to result from the rec-
ognition by the United States of
the Union of Soviet Socialist Re-
publics. Its board of trustees prop-
erly took the position, however, that
such credits should not be provided
unless and until there was a satis-
factory settlement of the debts and
claims between the United States
and the Soviet Union. In good faith,
pending such settlement, the facili-
ties of the bank were in fact re-
served for the Soviet trade for a
year.

The working capital of the bank
was provided out of the $3,300,-
000,000 authorized by the N.LLR.A.
The preferred stock of $10,000,000
(later increased to $20,000,000) was
subscribed and held by the R.F.C.
The common stock of $1,000,000
was held by the Secretary of State
and the Secretary of Commerce in
their official capacities. The orig-
inal board of five trustees was in-
creased to a maximum of nine by
Executive Order No. 6601-A, Feb-
ruary 14, 1934.

In order to provide credits for
trading with the Republic of Cuba,
the Second Export-Import Bank of
Washington, D. C., was created on
March 12, 1934, pursuant to Exec-
utive Order No. 6638, dated March
9, 1934. As it became apparent that
credit facilities were needed in fi-
nancing trade with other countries,
this second Export-Import Bank
soon expanded its activities to in-
clude all foreign Nations except the
Soviet Union. The common capital
stock of this second bank was also
held by the Secretary of State and
the Secretary of Commerce in their
official capacities; and its preferred
stock was likewise subscribed and
held by the R.F.C.

The Congress ratified the crea-
tion of these banks on January g1,
1935 (Section g of Public No. 1,
#4th Congress), and continued them
until June 16, 1937, or such earlier
date as might be fixed by the Presi-
dent by Executive Order. By the
same statute the Congress facilitated
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the operations of the banks by add-
ing certain powers, such as the right
to discount obligations.

After the unsuccessful termina-
tion of the negotiations with the
Soviet Union in April, 1935, and
upon the recommendation of the
trustees, I directed the dissolution
of the second Export-Import Bank
on May ¥, 1936, by Executive Or-
der No. #7365, so that all of its busi-
ness and outstanding commitments
and loans could be transferred to
the first Export-Import Bank of
Washington. This transfer was com-
pleted on June go, 1936, from which
date there was only one Export-Im-
port Bank instead of two.

By Section 2 of Public No. 2, #5th
Congress (approved January 26,
1937), the termination date of this
Export-Import Bank of Washington
was extended from June 16, 1937, to
June g0, 1939.

The Export-Import Bank sought
to establish a flexible credit system
to supplement, rather than replace,
the facilities of private commercial
banks. At the beginning of its op-
eratjons, its commitments were more
or less of an experimental nature.

It now operates principally and
successfully in three major fields:

1. Short term credits in connec-
tion with the exportation of agri-
cultural products, especially cotton
and tobacco, where credit facilities
are not readily available through
private banks. In line with the gen-
eral policy of supplementing rather
than competing with banks, these

loans are usually arranged by ap-
pointing the exporter’s own bank
as agent for the Export-Import
Bank.

2. Extension of longer term
credit to American firms desiring to
export industrial products, particu-
larly heavy machinery and railway
equipment. This is usually accom-
plished through the purchase by the
bank of the obligations of the for-
eign purchaser, representing up to
50 percent, and in some cases up to
75 percent, of the credit extended
to the purchaser by the American
seller.

3. Loans to American exporters
where foreign Governments have
failed to provide their own citizens
with sufficient exchange to permit
them to meet their dollar obliga-
tions. Advances of this character are
usually made against the guaranty
of the foreign Government con-
cerned, or of a responsible foreign
bank, or both.

In addition to the foregoing, the
bank has, from time to time, pur-
chased the obligations of foreign
governmental agencies themselves,
such as the notes of the Republic of
China, which were held by the
R.F.C. and F.C.A,, arising from the
sale of cotton, wheat and flour to
China before the organization of the
banks.

By December 31, 1936, the loans,
authorized by the two Export-Im-
port Banks since their creation, to-
taled $111,000,000.

In the absence of adequate credit
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facilities by commercial banks, our
Government must continue to co-
operate with foreign traders, if for-
eign markets are to be maintained
in the face of the many obstacles
which have grown up in recent years
against foreign trade. In addition
to extending actual credit facili-
ties, the Export-Import Bank has,
by example, by participation, and
by friendly intervention, induced

turn to the field of foreign-trade
financing. Experience has shown
that we can furnish a reasonable
amount of greatly needed Govern-
ment assistance with very little ac-
tual risk.

The bank is now under the gen-
eral administration of a Board of
eleven trustees elected by the stock-
holders with the approval of the
President.

commercial banks gradually to re-

19 (Extemporaneous Remarks to the State
Directors of the National Emergency Council.
February 2, 1934

I am glad you have undertaken this very great task. As you know,
we have felt for a long time that it was necessary to tie in, in some
way, the entire emergency program which, in its many ramifica-
tions, we have been undertaking from time to time. We felt also
that this work of disseminating information and preventing the
crossing of wires, had to be done through decentralization. That
is why you are here. You are the great decentralizers for the Fed-
eral Government and, in a sense, also, you are the coordinators
between the Federal Government, the State and the local govern-
ments. That being so, I think that probably the future success of
this program is more in your hands than in the hands of any other
group.

Frank Walker, as National Director, has explained to you the
various responsibilities you have. If you do not mind, I want to
give you a few personal observations, based on certain experi-
ences — four years in Albany, war work here during the Wilson
Administration, and a certain amount of experience in the last
few months.

One of the most difficult tasks that I know anything about is to
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avoid the results of certain perfectly normal and natural human
impulses — impulses based on selfishness, impulses which take
certain forms well known to most of us, such as trying to get
special authority or special credit or individual applause or ag-
grandizement. Another thing we run into is the thought on the
part of some people, of trying to make political capital out of
relief work, out of the building up of what is in many ways a
new relationship not only of government to citizen but also the
relationship between employer and employee — the problem of
taking care of human needs. Where we have fallen down in these
past months, I would say in about go percent of the cases, the
falling down has been caused, quite frankly, by individuals who
try to get either personal or political credit out of something that
ought not to have either of those factors in it in any shape, man-
ner or form.

This work has nothing to do with partisan politics— nothing
at all. A great many of you are Republicans, a good many are
Democrats; quite a number do not belong regularly to one party
or the other. We are not the least bit interested in the partisan
side of this picture.

We do want you to be absolutely hard-boiled if you find any
local person within your own States who is trying to get political
advantage out of the relief of human needs. You will have the
backing of this Administration 100 percent, even if you hit the
biggest political boss in the United States on the head in carrying
out this general program. It is important for the country to real-
ize that relief — the carrying out of the principles behind the Na-
tional Recovery Act, the carrying out of public works and all of
the other ramifications —is based on a conception that is far be-
yond local politics or the local building-up of either a political
machine or a party machine or a personal machine.

That is one of the things you will have a hard time in fighting.
I think you will be able to get the help and enthusiastic support
of at least go percent of the people within your own States if that
idea can be thoroughly and completely fixed at the very incep-
tion of your work.
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People are going to rush to you with all their troubles. That
will relieve us in Washington very greatly.

You will require extraordinary patience and long hours and a
smile at all times in carrying out the policy not just of the Ad-
ministration in a narrow sense, but the policy of what I think is
the overwhelming majority of the American people today. We
are all behind this broad program, with few exceptions. We think
it has done good. We believe we are on our way. We believe it is
working out pretty well in all sections of the country.

I was interested in talking yesterday to the president of one of
the greatest railroads of this country. I asked him how his road
was doing. His reply was that while his road was carrying more
freight and more passengers, the important fact was that the
freight they were carrying revealed increases in every single clas-
sification of freight. That is the best illustration of the fact that
we are building up economically in every section of the country,
including practically all industries.

We know the human factor which enters so largely into this
picture. We are trying to apply it to all groups needing aid and
assistance and not merely to just a few scattered or favored groups.
That is why we want from you the kind of information and kind
of reports that will keep us in touch with the broad picture in
every one of the forty-eight States.

I wish I could sit in with you in all the meetings you are hav-
ing. When you return to your home States, you carry my very
definite and distinct blessing. I hope you will not only keep Frank
Walker informed, but through him, you will keep me in touch
with the problems as you find them. Let us also have any sugges-
tions you may have to make so we can give additional help from
this end whenever necessary.

It has been fine to see you. Perhaps later in the spring, after
you have been at work five or six months, we shall have another
meeting in Washington.

NOTE: The National Emergency administration and to function
Council, in order to decentralize its more efficiently, designated State di-
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rectors for each of the States. On Walker, the Executive Director of
February 2, 1934, these directors all N.E.C., and I took this occasion to
gathered in Washington for a gen- discuss with them some of their
eral discussion with Mr. Frank duties as State directors.

20 (The President Agrees to Help Arbitrate the
Peru-Ecuador Boundary Dispute.
February 6, 1934

"IiE Ambassador of Peru and the Minister of Ecuador have called
upon me by instruction of their respective Governments to re-
quest, in accordance with the terms of the Ponce-Castro Protocol
concluded between Peru and Ecuador on June 30, 1924, that this
Government give its consent to the sending of delegations from
Ecuador and Peru to Washington to discuss the adjustment of
their common frontier. The Protocol provides that should the
delegations be unable through direct negotiations to fix a defini-
tive line, they will determine by common consent those zones the
sovereignty over which is reciprocally recognized, as well as a zone
to be submitted to the arbitral decision of the President of the
United States.

It has been a source of intimate satisfaction to me to consent
to the request made by the Governments of these great Repub-
lics, who have thus given most convincing and encouraging evi-
dence of their determination to settle their long-standing bound-
ary controversy through friendly discussion and in accordance
with the most enlightened principles of international practice.
Their decision should be a matter of encouragement to the Gov-
ernments and the peoples of the entire continent.

In this connection it is heartening to recall that the Govern-
ments of Colombia and Peru are likewise undertaking to settle
the controversy involving their common frontier through friendly
negotiations being held at Rio de Janeiro.

The outstanding achievement of the Montevideo Conference
was its unanimous work in strengthening the inter-American ma-
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chinery for the peaceful adjustment of controversies which might
arise among the American States. No Nations of the world have
more effective means at their disposal for the peaceful solution of
disputes than the Republics of this hemisphere. It would be a
cause of the greatest rejoicing to friends of peace throughout the
world if the armed contest resulting from a disagreement over
frontiers in the Chaco, which is still continuing, would likewise
yield to peaceful methods of adjustment. A continued resort to
war, in view of the manifold agencies of peace which are avail-
able, would be a blot upon the civilization of this continent.

I am greatly encouraged that the Governments of Colombia,
Ecuador and Peru give this convincing demonstration that they
share our belief that such boundary disputes are eminently sus-
ceptible of pacific and friendly settlement.

NOTE: The boundary dispute be-
tween Peru and Ecuador involves
the two former Spanish colonial
provinces of Jaen and Mainas. It
dates back to the early part of the
nineteenth century. Since then there
have been many attempts to settle
the dispute, all without success.

In 1924, there was signed the Pro-
tocol mentioned in the foregoing
statement.

In the meantime, negotiations
were to continue between the dis-
putants themselves in an effort to
arrive at a peaceful solution of the
boundary question.
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The negotiations between the
parties were not brought to any
conclusion; and on July 6, 1936,
an agreement was signed to trans-
fer the seat of the negotiations to
Washington. Special delegations
were constituted for that purpose.

The inaugural session of the con-
ference between the Ecuadoran and
Peruvian boundary delegations was
held on September 3o, 1936, and
on that date I made an address to
the conference, printed as Item 140
of Vol. V.



Legislation for the Sugar Industry
21 (The President Asks for Legislation to Help
the Sugar Industry. February 8, 1934
To the Congress:

StEADILY increasing sugar production in the continental United
States and in insular regions has created a price and marketing
situation prejudicial to virtually everyone interested. Farmers in
many areas are threatened with low prices for their beets and
cane, and Cuban purchases of our goods have dwindled steadily
as Cuban shipments of sugar to this country have declined.

"There is a school of thought which believes that sugar ought
to be on the free list. This belief is based on the high cost of sugar
to the American consuming public.

The annual gross value of the sugar crop to American beet and
cane growers is approximately $60,000,000. Those who believe in
the free importation of sugar say that the two cents a pound tariff
is levied mostly to protect this sixty million dollar crop and that
it costs our consuming public every year more than two hundred
million dollars to afford this protection.

I do not at this time recommend placing sugar on the free list.
I feel that we ought first to try out a system of quotas with the
threefold object of keeping down the price of sugar to con-
sumers, of providing for the retention of beet and cane farming
within our continental limits, and also of providing against fur-
ther expansion of this necessarily expensive industry.

Consumers have not benefited from the disorganized state of
sugar production here and in the insular regions. Both the im-
port tariff and cost of distribution, which together account for the
major portion of the consumers’ price for sugar, have remained
relatively constant during the past three years.

This situation clearly calls for remedial action. I believe that
we can increase the returns to our own farmers, contribute to the
economic rehabilitation of Cuba, provide adequate quotas for
the Philippines, Hawaii, Puerto Rico and the Virgin Islands, and
at the same time prevent higher prices to our own consumers.
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The problem is difficult but can be solved if it is met squarely
and if small temporary gains are sacrificed to ultimate general
advantage.

The objective may be attained most readily through amend-
ment of existing legislation. The Agricultural Adjustment Act
should be amended to make sugar beets and sugar cane basic agri-
cultural commodities. It then will be possible to collect a process-
ing tax on sugar, the proceeds of which will be used to compen-
sate farmers for holding their production to the quota level. A
tax of less than one-half cent per pound would provide sufficient
funds.

Consumers need not and should not bear this tax. It is already
within the executive power to reduce the sugar tariff by an
amount equal to the tax. In order to make certain that American
consumers shall not bear an increased price due to this tax, Con-
gress should provide that the rate of the processing tax shall in
no event exceed the amount by which the tariff on sugar is re-
duced below the present rate of import duty.

By further amendment to the Agricultural Adjustment Act,
the Secretary of Agriculture should be given authority to license
refiners, importers and handlers to buy and sell sugar from the
various producing areas only in the proportion which recent
marketings of such areas bear to total United States consumption.
The average marketings of the past three years provide on the
whole an equitable base, but the base period should be flexible
enough to allow slight adjustments as between certain producing
areas.

The use of such a base would allow approximately the follow-
ing preliminary and temporary quotas:

Short tons
Continental beets 1,450,000
Louisiana and Florida 260,000
Hawaii 935,000
Puerto Rico 821,000

Philippine Islands 1,087,000
877



Legislation for the Sugar Industry

Cuba 1,944,000
Virgin Islands 5,000
6,452,000

The application of such quotas would immediately adjust mar-
ket supplies to consumption, and would provide a basis for re-
duction of production to the needs of the United States market.

Furthermore, in the negotiations for a new treaty between the
United States and Cuba to replace the existing Commercial Con-
vention, which negotiations are to be resumed immediately, fa-
vorable consideration will be given to an increase in the existing
preferential on Cuban sugars, to an extent compatible with the
joint interests of the two countries.

In addition to action made possible by such legislative and
treaty changes, the Secretary of Agriculture already has authority
to enter into codes and marketing agreements with manufacturers
which would permit savings in manufacturing and distributing
costs. If any agreements or codes are entered into, they should be
in such form as to assure that producers and consumers share in

the resulting savings.

NOTE: The domestic sugar indus-
try in 1933 had reached the same
depressed state as had the rest of
agriculture. Surpluses of sugar and
general decreased demand had low-
ered prices below possibility of
profit for producers of sugar within
the continental limits of the United
States and also in our insular pos-
sessions. Previous attempts to main-
tain the domestic market by tariff
measures had failed to help conti-
nental producers, and had merely
shifted the American market from
Cuba to the insular possessions of
the United States, where produc-
tion increased enormously. Duty-

free sugar from the Philippines,
Hawaii and Puerto Rico kept on
increasing. The continental beet
and cane sugar crops also kept in-
creasing. By the same token, the in-
come of domestic sugar producers
steadily went down. The average
return to sugar-beet growers fell
from $7.14 per ton of beets in 1930
to $5.18 in 1933. With the decline
in income, wages paid to the field
hands dropped accordingly. After
1929 returns to sugar-beet proces-
sors also declined.

A further result of the prior pro-
tectionist policy on sugar was the
destruction of the valuable Cuban
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market for United States exports.
Since Cuba could not ship sugar to
America, she could not buy the
products of American farms and
factories. For example, in 1928,
when Cuba shipped 3,125,000 short
tons of raw cane sugar or its equiva-
lent to the United States, she was
able to purchase the products of
1,738,300 acres of American farm
land. By 1932, however, Cuban ship-
ments of sugar had fallen to 1,834,-
500 short tons of raw cane sugar or
its equivalent, and with it she could
purchase the products of only g21,-
0oo American acres. This meant that
American farmers had lost an ex-
port market in Cuba for farm prod-
ucts from 814,000 acres of land.

An attempt was made in 1933 to
aid domestic producers through use
of the marketing agreement powers
of the Agricultural Adjustment Act.
Sugar had not been included among
the original basic agricultural com-
modities named in the Agricultural
Adjustment Act (see Vol. II, Item
20). Therefore, the provisions rela-
tive to marketing agreements were
relied upon to help the producers.
Conferences and hearings were held
during 1933, which resulted in an
agreement on the part of the pro-
ducers and processors, providing in
part for the establishment of sugar
quotas, the proposed execution of
marketing agreements and codes
of fair competition for various
branches of the sugar trade. The
Secretary of Agriculture, however,
refused to approve the agreement

on the ground that (1) there was no
adequate provision for benefits to
farmers except through price en-
hancement; (2) the aggregate bene-
fit to farmers was relatively small
in relation to the aggregate cost to
consumers; (3) the quotas estab-
lished were in excess of the prob-
able consumption; (4) no effective
control of the amount of production
was provided; (5) the Government’s
ability to protect consumers’ inter-
est was virtually limited to the
President’s power to terminate the
whole agreement; (6) the benefit of
price increases would have accrued
to processors in an amount equal to
or exceeding that which accrued to
farmers.

After disapproving this sugar
agreement, the Administration ex-
amined various alternative proce-
dures for helping domestic cane and
beet growers.

The first obligation was to the
farmers and laborers. I, therefore,
sent the foregoing message to the
Congress, suggesting trying out a
system of quotas, with the three-
fold object of protecting consumers,
protecting the continental industry
and providing against further ex-
pansion. To do this, I recommended
that sugar beets and sugar cane be
made basic agricultural commodi-
ties, so that a processing tax could
be levied, the benefits of which
could be used to compensate farm-
ers for holding their production
down to the quota level. To keep
this tax from falling upon the con-
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sumers, I suggested that the rate of
the tax should not exceed the
amount by which the Executive
under its powers would reduce the
tariff on sugar. In my message I sug-
gested preliminary and temporary
quotas for the continent and for the
insular possessions and Cuba. I rec-
ommended also that the Agricul-
tural Adjustment Act be amended
to permit the Secretary of Agricul-
ture to license refiners, importers
and handlers of sugar to buy and

sell from the various producing
areas only in accordance with such
quotas. I suggested using as a basis
for fixing quotas the average mar-
keting of the past three years.

Pursuant to the foregoing recom-
mendations, the Congress passed the
Jones-Costigan Act (Pub. No. 213,
73d Congress; 48 Stat. 670) which I
approved on May g, 1934, with a
statement printed as Item #%6, this
volume. ‘

22 (Another Step to Protect Investors and to

Eliminate Destructive Speculation — Recom-

mendation for the Securities Exchange Com-

mission. February g, 1934

To the Congress:

N MY message to you last March proposing legislation for
Federal supervision of national traffic in investment securi-

ties I said:

“This is but one step in our broad purpose of protecting

investors and depositors. It should be followed by legislation
relating to the better supervision of the purchase and sale of all
property dealt with on exchanges.”

This Congress has performed a useful service in regulating the
investment business on the part of financial houses and in pro-
tecting the investing public in its acquisition of securities.

There remains the fact, however, that outside the field of
legitimate investment, naked speculation has been made far too
alluring and far too easy for those who could and for those who

could not afford to gamble.

Such speculation has run the scale from the individual who has
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risked his pay envelope or his meager savings on a margin trans-
action involving stocks with whose true value he was wholly un-
familiar, to the pool of individuals or corporations with large re-
sources, often not their own, who sought by manipulation to raise
or depress market quotations far out of line with reason. All of
this has resulted in loss to the average investor who is of neces-
sity personally uninformed.

The exchanges in many parts of the country which deal in se-
curities and commodities conduct, of course, a national business
because their customers live in every part of the country. The
managers of these exchanges have, it is true, often taken steps to
correct certain obvious abuses. We must be certain that abuses
are eliminated and to this end a broad policy of national regula-
tion is required.

It is my belief that exchanges for dealing in securities and com-
modities are necessary and of definite value to our commercial
and agricultural life. Nevertheless, it should be our national pol-
icy to restrict, as far as possible, the use of these exchanges for
purely speculative operations.

I therefore recommend to the Congress the enactment of legis-
lation providing for the regulation by the Federal Government
of the operations of exchanges dealing in securities and commod-
ities for the protection of investors, for the safeguarding of values,
and so far as it may be possible, for the elimination of unneces-
sary, unwise and destructive speculation.

NOTE: The Democratic National The purposes of this Act in gen-
Platform of 1932 stated: “We ad- eral were threefold:

vocate . . . regulation to the full . Lo
deral ¢ 1. To correct unfair practices in the
extent of federal power of . . . ex- securities markets. To this end, stock
changes in securities and commodi- exchanges were placed under the
ties.” jurisdiction of the Securities and
Pursuant to the foregoing mes- Exchange Commission; manipula-
sage (see also Item g2, this volume), tion of the prices of securities was

the Congress enacted the Securities prohibited; and trading in secun:ties
was made subject to the regulations

Exchange Act of 1934, which I ap- of the Commission. The Commission

proved Or'l June 6, 1934 (48 Stat. was also empowered to set up com-
881; Public No. 291, 73d Congress). parable regulations for securities
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traded in over-the-counter markets.

2. To furnish to the public adequate
information concerning the manage-
ment and financial condition of cor-
porations whose securities are traded
on the exchanges. For this purpose
a registration statement disclosing
full information was required for
each security listed on an exchange,
which is kept up to date through
the filing of annual reports.

8- To regulate the use of credit in
financing trading in securities. This
is accomplished by the regulation of
margin requirements and is admin-
istered by the Board of Governors
of the Federal Reserve System.

As of June 30, 1937, the twenty-
two leading stock exchanges of the
country were operating under the
jurisdiction of the Securities and
Exchange Commission, and seven
minor exchanges had received ex-
emptions. At the same date there
were registered with the Commis-
sion approximately 2,850 listed
stock issues representing over 2,
500,000,000 shares of stock, and ap-
proximately 1500 bond issues rep-
resenting a par value of over $24,-
000,000,000. The Act transferred the
administration of the Securities Act
of 1933 (see Item 25, Vol. II) from
the Federal Trade Commission to
the Securities and Exchange Com-
mission. It does not, however, re-
late to commodities exchanges.

One very important provision of
the Act is that which requires every
officer, director and principal stock-
holder in each registered company
to make a monthly report of any
purchases or sales, gifts or transfers
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of any of the equity securities of
his company. Up to the end of June,
1937, the Commission had estab-
lished 25,017 files for 23,340 such
persons, representing largely the
leaders of American business and
industry. By the middle of 1937,
over 85,000 such reports had been
received by the Commission and
had been made public.

Preventing the manipulation of
security prices is another of the
Commission’s important functions.
Proceedings for this purpose have
already been instituted in seven
major cases involving nine large
firms. In addition, sixty trading in-
vestigations were in progress at the
end of June, 1937, and thirteen
cases involving violations of vari-
ous trading rules had been referred
to the exchanges themselves for ac-
tion.

The Commission is further con-
stantly engaged in studying and
seeking to remedy the excesses of
speculation so injurious to the gen-
eral public, and as a result has
caused many requirements to be
made in the rules of various ex-
changes.

The benefits of this statute and
of the Securities Act of 1933, de-
pend in great part upon the vigi-
lance of the Commission itself. The
past years have shown extreme
watchfulness on the part of the
Commission, resulting in a much
higher standard of securities trad-
ing than ever before existed. By
June g0, 1987, 270 firms and indi-



The Army Flies the Mail

viduals had been permanently en-
joined from violations of this stat-
ute or the Securities Act of 1933
(see Vol. II, Item 25); 49 were un-
der temporary injunctions and 33
had stipulated to discontinue their

activities. For criminal violation of
the two statutes, §7y defendants
had been brought to trial or were
awaiting trial, of whom gg had
been convicted by the end of June,

1937-

293 (The Army Temporarily Flies the Mail.

Executive Order No. 6591. February 9, 1934

‘WhaEreas by an order of the Postmaster General of the United
States all domestic air mail contracts for carrying the mails have
been annulled; and

WHhEREAS the public interest requires that air mail service con-
tinue to be afforded and the cancellation of said contracts has cre-
ated an emergency in this respect;

Now, THEREFORE, I, Franklin D. Roosevelt, President of the
United States, under and by virtue of the authority in me vested,
do hereby order and direct that the Postmaster General, Secre-
tary of War, and Secretary of Commerce, together with other of-
ficers of their respective Departments, cooperate to the end that
necessary air mail service be afforded.

It is further ordered and directed that the Secretary of War
place at the disposal of the Postmaster General such airplanes,
landing fields, pilots, and other employees and equipment of the
Army of the United States needed or required for the transporta-
tion of mail, during the present emergency, by air over routes
and schedules prescribed by the Postmaster General.

NOTE: On February 6, 1934, the
Solicitor for the Post Office Depart-
ment submitted a brief to Post-
master General Farley, in accord-
ance with the Postmaster General’s
instructions to make an investiga-
tion of air-mail contracts, and to
attend hearings held before the spe-
cial committee of the Senate of the

United States then engaged in the
investigation of ocean- and air-mail
contracts.

The Postmaster General, after re-
viewing all of the facts and after
studying the entire situation, con-
cluded that existing air-mail con-
tracts with the various airplane com-
panies had not been entered into
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according to law and that the can-
cellation of them was in order. Ac-
cordingly, he annulled them all.

I issued the foregoing Executive
Order directing the Secretary of
War to furnish the Postmaster Gen-
eral with the necessary airplanes
and other facilities for the trans-
portation of air mail. I issued this
Order only after assurances were
given to me by the Army Air Corps
that its flying equipment and per-
sonnel could meet the necessary re-
quirements for air-mail service.

On February 20, 1934, the Army
Air Corps commenced this tempo-
rary assignment. It was realized that
familiarity with the routes would
have to be established, in order to
maintain schedules; and the ten-day
interval between my Executive Or-
der and the date the Army actually
began to fly the mail was devoted to
the establishment of stations and
equipment and the making of test
flights. This was particularly essen-
tial because winter flying presents
definite additional hazards.

On February 16, 1934, before the
Army Air Corps began its assign-
ment, two planes crashed. These ac-
cidents did not occur while mail
was being carried, but while the
pilots were flying over the routes to
familiarize themselves with them.
Minute and definite instructions
were thereupon issued to all sta-
tions to pay particular attention to
safeguarding lives, even if it were
necessary to sacrifice efficiency in
mail service, and detailed instruc-
tions were issued to endeavor to ob-
tain the safest equipment and to
provide the utmost precautions for
flights.

However, weather conditions
were extremely bad throughout the
country for flying; and accidents
continued to occur. On March 10,
1934, I sent a letter to the Secretary
of War, ordering temporary curtail-
ment of the air-mail service by the
Army (see Items 40 and 41 of this
volume).

24 (Radio Address to the Boy Scouts of
America. February 10, 1934

Fellow Scouts:

I am happy to participate in the 24th Anniversary Celebration
of our organization, the Boy Scouts of America. Nearly a million
of us are mobilized at this time in all parts of the country as a
part of the program for this week of celebration. Home and farm
patrols and troops of farm boys are joining with their brother

scouts in the big cities.
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In front of the City Hall in San Francisco—and it is nine
o’clock in the morning there—thousands of scouts join with
other thousands in the Hippodrome in New York in carrying on
the cause of world-wide brotherhood in Scouting.

As most of you know, Scouting has been one of my active in-
terests for many years. I have visited hundreds of Troops in their
home towns and in their camps. I know therefore from personal
experience the things we do and stand for as Scouts. We have
ideals. We are a growing organization. We believe that we are ac-
complishing fine American results not only for our own member-
ship, but also for our families, our communities and our Nation.

Summed up in one sentence, the aim of Scouting is to build
up better citizenship. I believe that we are contributing greatly
to that objective.

I am especially happy today to extend personal greetings and
congratulations to the Scouts and Leaders who have earned the
President’s award for progress in the year 1933, as a part of the .
Ten-Year Program. It is appropriate that we are planning for a
celebration of our Silver Jubilee, the Twenty-fifth Anniversary
of the Boy Scouts of America, which will culminate in a great
national Jamboree here in the Nation’s capital in the summer of
1935. Of course it would be physically impossible for us to have
the whole membership of the Boy Scouts of America, a million
strong, come to Washington at one time, but I much hope that it
will be possible to have every nook and cranny of our Nation rep-
resented.

As a preliminary to our Silver Jubilee, and in line with the em-
phasis of service for others which we have always stressed, I sug-
gest to you that it is time once more for us to do a National Good
Turn. ‘

As many of you know, we are doing everything possible in this
emergency to help suffering humanity. I called upon the Federal
Emergency Relief Administrator, Mr. Harry L. Hopkins, to tell
me what kind of National Good Turn would be of the greatest
service. He has recommended that during the balance of the
month of February every troop and every Scout do everything
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possible in their separate localities to collect such household fur-
nishings, bedding and clothes as people may be able to share as
gifts to those who greatly need them.

Therefore, I ask you, under the direction of your own local of-
ficers, and in conference with the representatives of the Federal
Relief Administration and other local social agencies, to gather up
such of this material as may be available for distribution.

I am confident that the American people will generously co-
operate and respond. Indeed, I am hoping that in many cases they
will telephone or send letters to the local Scout offices to offer
their help to carry through this National Good Turn.

I have already received offers of cooperation from Governors
of States, from mayors and other community leaders. May you
carry out this new service and rededicate yourselves to the Scout
Oath.

I'ask you to join with me and the Eagle Scouts and our Presi-
dent and Chief Scout Executive who are here with me in the
White House in giving again the Scout Oath.

All stand!

Give the Scout sign!

Repeat with me the Scout Oath!

“On my honor I will do my best:

To do my duty to God and my country and to obey the
Scout Law;

To help other people at all times;

To keep myself physically strong, mentally awake, and mor-
ally straight.”

25 (A Letter to the Chaplains of the Military
and Naval Services. February 13, 1934

My dear Colonel Brasted:

T Great Teacher said: “I come that ye may have life and
that ye may have it more abundantly.” The object of all our striv-
ing should be to realize that “abundant life.”
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The supreme values are spiritual. The hope of the world is
that character which, built upon the solid rock, withstands tri-
umphantly all the storms of life.

To build this exemplary character is our great task. Without it
the abundant life cannot be realized, and the best citizens and
best soldiers of a country are those who have put on the armor of
righteousness.

Chaplains of the military and naval services and clergymen
everywhere who by word and life are advancing the cause of
idealism and true religion are doing a commendable work, one
that is absolutely essential to the life of the Nation.

Very sincerely yours,
Colonel Alva J. Brasted,
Chief of Chaplains, U. S. A,,
War Department,
Washington, D. C.

26 (An Appeal to Railroad Executives and
Employees to Extend Their Wage Agreement.
February 14, 1934

Gentlemen:

O junE 21, 1933, the railroad managers and the railroad labor
executives entered into an agreement under which the arrange-
ment by which 10 percent is being deducted from the pay checks
of railroad employees was extended from October 31, 1933, until
June 30, 1934, and under which the date on which either party
could submit a notice in accordance with the provisions of the
Railway Labor Act, indicating a desire to change the basic rates
of pay, was extended from June 15, 1933, to February 15, 1934.

It was stated that this agreement had been reached because
both the railroads and the employees wished to do nothing which
would in any way embarrass or threaten the policy of the Admin-
istration; that they realized that the Government had embarked
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upon a wholly new policy designed to promote business and in-
dustrial activity and to further the general welfare; that they ap-
preciated that until the results of this policy could be more
clearly determined, it would be difficult to deal wisely with the
wage controversy; and that the active prosecution of such a con-
troversy at that time might have a most disturbing and unsettling
effect. Neither side relinquished in any way its views as to what
the wages should be, but they agreed to a postponement of the
controversy out of deference to what they believed to be the de-
sire and policy of the Administration and in the general public
interest.

The advent of February 15 makes it necessary again to give
consideration to this wage matter. Marked progress toward na-
tional recovery has been made since last June, and I am sure that
the goal will be reached. Nevertheless much remains to be ac-
complished; the emergency still exists, and the country has not
yetattained conditions of stability. There has been comparatively
little change in the cost of living, but prices are unsettled and I
am hopeful that they will in general rise to higher levels. The
traffic of the railroads is improving, but their financial condition
is still impaired and their credit has not yet been restored so far
as private capital is concerned. Under present conditions the
prosecution of a bitter controversy between the railroads and
their employees over wages would have a most disturbing influ-
ence, and I am further convinced that conditions are not yet suf-
ficiently stable to permit of a wise determination of what the
wages should be for the future.

In the circumstances I venture to express the hope that the rail-
roads and their employees may be able to agree upon an exten-
sion of the present agreement for at least six months. I am con-
fident that such an extension would be of advantage to those
directly concerned, and also to the entire country.

Very sincerely yours,
To the Conference Committee of Managers
(representing the Class I Railroads), and
- the Railway Labor Executives Association.
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NOTE: On June 15, 1933, the rail-
roads, pursuant to the provisions of
the Railway Labor Act and the then
existing Chicago wage agreement
dated December 21, 1932, notified
their employees that they intended
to reduce basic rates of pay by 2214
percent for all railroad employees.
At that time the Government was
engaged in a united effort to raise
wages and prices and to protect em-
ployees. This proposed reduction of
wages by the railroads was therefore
directly opposed to Government
policy.

In this situation I requested the
Federal Coordinator of Transpor-
tation to confer with the represent-
atives of the managers and labor
executives. He asked them to confer
with him on June 20, 1933. As a
result of his efforts an agreement
was reached, whereby the notice of
reduction of pay was revoked, the
then prevailing arrangement of de-
ducting 10 percent from the pay
checks of the employees was ex-
tended to June go, 1934, and the
right to submit further notice of
change of pay was extended to Feb-
ruary 15, 1934.

This agreement was reached solely
because the railroads and employees
were willing to forego any action

which would embarrass or jeopard-
ize the efforts of the Administra-
tion to promote business and indus-
trial recovery. It was an agreement
which in no way relinquished the
respective views as to what the wages
should be, but one which merely
postponed the controversy in the
general public interest until the re-
sults of the efforts of the Adminis-
tration could be more clearly deter-
mined.

Before February 15, 1934, arrived,
the railroads had indicated an in-
tention again to serve notice of a
demand for a 15 percent reduction,
instead of the then pending deduc-
tion of 10 percent from pay checks.
Again, the managers and the em-
ployees came to an impasse. Ac-
cordingly, on the day before, Feb-
ruary 14, 1934, I addressed the fore-
going joint communication to the
managers and to the labor execu-
tives. On February 15th, the man-
agers served the 15 percent reduc-
tion notice.

The parties were unable to agree,
although they did meet in joint
conference, and on March 2oth I
addressed another joint communi-
cation to the managers and to the
employees, which is printed as Item
45, this volume.
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247 (The President Urges Crop Control of Cot-
ton. February 16, 1934
My dear Mr. Chairman:

As vou know, I have watched the cotton problem with the
deepest attention during all these months. I believe that the gains
which have been made —and they are very substantial —must be
consolidated and, insofar as possible, made permanent. To do
this, however, reasonable assurance of crop limitation must be
obtained.

In this objective, the great majority of cotton farmers are in
agreement. I am told that the recent poll by the Department of
Agriculture shows that at least g5 percent of the replies are in
favor of some form of control.

My study of the various methods suggested leads me to believe
that the Bankhead bills in principle best cover the situation. I
hope that in the continuing emergency your Committee can take

action.

Very sincerely yours,

Hon. Marvin Jones,
Committee on Agriculture,
The Capitol,

Washington, D. C.

NOTE: The 1933 voluntary cotton
reduction program under A.A.A.
had been a complete success (see
Vol. II, Items 83, g2).

When the cotton farmers began
to sign their contracts for 1934 cot-
ton reduction, a strong sentiment
grew up in favor of a supplemen-
tary kind of production control,
which would prevent non-cooperat-
ing farmers from increasing their
individual planting in order to take
advantage of the price advances

which had resulted from the 1933
reduction in production and from
the revaluation of the dollar.

The increase in farm population
through the migration of city peo-
ple to farms in the South, the tend-
ency toward more intensive culti-
vation, and the temptation for
entering the cotton-production busi-
ness arising from increased prices —
all led to a growing belief that the
efforts of A.A.A. were going to be
impeded during the coming year.
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Accordingly, there was introduced
in Congress a bill, later commonly
known as the Bankhead Act, de-
signed to use the taxing powers of
the Federal Government to keep
total cotton production within the
limits of a fixed national quota.

While this bill was pending, the
Secretary of Agriculture in January,
1934, sent out more than 40,000
questionnaires to representative cot-
ton producers and farm leaders to
obtain their views as to the compul-
sory features of this legislation.

Twenty-four thousand seven hun-
dred eighty-nine questionnaires
were returned, indicating an over-
whelming desire on the part of cot-
ton producers for some form of com-
pulsory control to supplement the
effect of voluntary agreements made
under the Agricultural Adjustment
Act.

The bill was passed and approved
by me on April 21, 1934, with a
statement printed as Item 62, this
volume.

28 (The Beginnings of a Comprehensive Plan
for the Social and Economic Advancement of the
Virgin Islands. White House Statement.
February 23, 1934

"ThE President today formed an Advisory Council to assist in the
formulation of a comprehensive plan for the social and economic
advancement of the people of the Virgin Islands, to be financed
from public works funds.

The Advisory Council will consist of seven members, includ-
ing the Secretaries of Interior and Agriculture.

The letter to the Secretary of the Interior read:
Dear Mr. Secretary:

"The Administration has formulated a comprehensive plan for the

social and economic advancement of the people of the Virgin

Islands which is being financed from public works funds. For the

first time, sufficient capital is available to develop a well-rounded

program which I believe will bring a permanent benefit to the
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Islands if properly executed. The economic phases will be con-
ducted on a non-profit-sharing basis and will include the develop-
ment of cane lands and the operation of sugar mills and a rum
distillery. Coincidently, the social aspects will be cared for
through adult education, nursery schools, homesteading and im-
proved housing conditions. Cooperative methods will be used
wherever practicable, which will enable these people to help
themselves toward an improved standard of living.

I desire to form an advisory council of seven members to assist
in the program, and I would like you to serve with the Secretary
of Agriculture, business and professional men, and others inter-
ested in the economic condition of the Negro. As you know, the
active functions of management will be assumed by the Governor
and his staff and by men who will be engaged for the purpose,
under the general supervision of the Department of the Interior.
I believe your support will be helpful in this unique movement
and that you will have an opportunity for accomplishment in a
field in which I am sure you are interested. Will you please ad-
vise me whether you would accept an appointment to the coun-
cil?

Sincerely yours,
Hon. Harold L. Ickes,
Secretary of the Interior,
Washington, D. C.

NOTE: In the years preceding
1933, there had been a gradual and
serious decline in the economic
well-being of the Virgin Islands.
While this condition was in large
measure the result of the general
world depression, it was aggravated
by certain special circumstances
peculiar to the Virgin Islands. The
gradual retirement of Danish capi-
tal after 1917, and the failure to
attract American capital, left many
of the population stranded. In

1933, shipping had sunk to its low-
est ebb; cane cultivation had
reached the lowest acreage; munic-
ipal revenues had touched the bot-
tom; unemployment was so wide-
spread that over 6o percent of the
population was found to be eligi-
ble for relief; municipal services,
such as health and education, were
seriously crippled by the lack of
funds.

As soon as possible, we undertook
to formulate a general program of
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economic rehabilitation, as outlined
in the foregoing letter. A compre-
hensive homestead program was
adopted, under which 380 home-
stead families have been established
through advancement of credit pay-
able on easy long-term plans. A pro-
gram for the development of St.
Thomas, V. 1., as a tourist center
has been substantially furthered by
the construction of the Bluebeard
Castle Hotel operated directly by
the Federal Government through
the Department of the Interior.

The major industry in the Virgin
Islands has always been the sugar
business, centered chiefly in the Is-
land of St. Croix. In 1930, the West
India Sugar Factory, Inc., which
controlled %5 percent of the sugar
business in St. Croix, discontinued
operations. Efforts to organize a
SUCCESSOr company were unsuccess-
ful. All of the people who had
worked in the industry, and in the
cultivation of sugar cane for it,
were thrown out of employment.

While the great relief problem
which resulted from the shut-down
of the plant was met temporarily
and in part by large C.W.A. and
similar projects, it was obvious that
the relief problem would continue
indefinitely unless steps were taken
to rehabilitate the basic industry of
the island.

Accordingly, plans were prepared
and carried through for the estab-
lishment of The Virgin Islands
Company, a Federal Government
Agency, to take over the sugar mills

and a number of the plantations
which had been previously oper-
ated by the West India Sugar Fac-
tory, Inc. A distillery was purchased
at the same time. Additional land
was acquired by the United States,
so that now a total of 5,000 acres of
land has been acquired by the Fed-
eral Government and turned over
to The Virgin Islands Company.
Three thousand acres have been
put into cultivation in sugar cane.
The Virgin Islands Company now
manufactures raw sugar and a sub-
stantial amount of rum, and has
been engaged in restoring waste
lands to sugar-cane cultivation. Dur-
ing the development of the physical
equipment of the company, em-
ployment was given to approxi-
mately 1,500 people, a very large
percentage of the unemployed of the
island of St. Croix. In fact, during
this period of development there
was practically no unemployment
whatsoever in that island.

With the completion of construc-
tion, the employment rolls of The
Virgin Islands Company have de-
creased; but it is anticipated that a
thousand persons will be constantly
employed by that company as long
as it continues. It is generally be-
lieved that the operations of the
company have solved the major eco-
nomic problems of the island of St.
Croix. :

Substantial improvements have
been made to the road systems of
the Islands since 1933; and much
important work has been accom-
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plished in improving the sanitation
facilities. Thirteen school buildings
have been constructed or recon-
structed under P.W.A. grants, as
have many other public buildings.
Several grants of relief funds were
made in 1934 for the establishment
of cooperatives in the Virgin Is-
lands. The Civilian Conservation
Corps has set up three camps in the
Islands. Three urban housing proj-
ects, located in each of the towns,
were undertaken by the P.W.A.
Housing Division in 19g5; and all
of these projects are now completed.

By an Act approved June 22, 1936
(Public No. 749, 74th Congress), a

civil government was provided for
the Virgin Islands of the United
States, replacing the Act of March
3, 1917. This new Organic Act, as it
is called, has established a consider-
able measure of local autonomy and
democracy.

To obtain first-hand knowledge
of the conditions and recent devel-
opments in the Virgin Islands, as
well as in other outlying parts of
the United States, I made a personal
visit and tour of the Islands in July
of 1934. Some of my remarks on
that occasion will be found in Items
130 and 131 of this volume.

29 (The One Hundredth Press Conference
(Excerpts). February 23, 1934

(Crop-production loans — Cotton crop reduction — National Committee-
men bidding for Government contracts.)

THE PRESIDENT: On the forty-million-dollar emergency crop-pro-
duction loan bill, I am signing it this afternoon. I haven’t
done it yet, but will do it in the next five minutes. I am going
to sign it with the explanation that in signing this bill I do so
only on the theory that it is proper to taper off the crop-loan
system rather than to cut it off abruptly. This year they got
something like eighty million dollars, and it is forty for the

coming year.

A useful purpose will be served by aiding certain farmers
who cannot qualify yet for crop-production loans from the
newly established production credit associations. Such credit
associations have been formed to take care of these crop loans.
Where farmers have security to offer this year, they should be
required to obtain their loans from the associations which
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have been established to give farmers a permanent source of
production credit.

The record of these crop-production loans in the past is
very bad. Unfortunately, previous crop loans show a large loss
to the Government. In prior years, the rate of repayment of
the loans runs 60 and 40 and 45 percent. In other words, the
returns show a big loss; and in prior years the administrative
costs have also actually exceeded the interest collected. That is
bad business.

The amount appropriated this year is far below the appro-
priations of previous years. I think it is less than half of what
it was last year; but this 1934 loan by the Government ought
to be considered as a tapering-off loan, and should be the last
of its kind. In other words, I do not want any more bills along
this line next year.

I was rather horrified by the returns that came in. For in-
stance, in loans made in 1933 so far, up to the first of the year,
only 73 percent have been repaid. . . .

Q. Would you care to state whether or not the crop-reduction
plans have anything to do with cutting of production loans?

THE PRESIDENT: No, it is an entirely different thing. The new as-
sociations being formed are intended to take care of crop
loans.

Q. Have you had a return on the fifty thousand questionnaires
that went out in reference to the advisability of making com-
pulsory or voluntary reductions?

THE PRESIDENT: The last I heard from the Department of Agri-
culture was g5 percent in favor.

Q. That was on cotton, was it not?

Q. Was that in favor of the tax idea?

THE PRESIDENT: No. It was put out in three different ways and
split roughly three different ways. The g5 percent was split
three different ways, but the whole of the g5 percent was in
favor of some kind of more compulsory system than the old
method. I thought those figures were given out. I thought that
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they had been given out by the Department of Agricul-
ture. . . .

You recently told us, or did you, about National Committee-
men practicing as lawyers? I have an inquiry from Chicago
asking if that applies to National Committeemen who bid on
municipal contracts where P.W.A. funds are involved.

THE PRESIDENT: If you just leave it in general form and do not

0.

talk about the gentleman himself, just leave it as a matter of
broad general principle, I am inclined to think that a Na-
tional Committeeman within any State ought to make a
choice. If he wants to bid on public contracts that have any
relationship at all with the national Government and if he is
the low bidder, he should get it; but I don’t think he should
continue to be National Committeeman at the same time. It
is a question of ethics. He ought to choose between them.
There seems to be a little distinction there. Do you mean,
holding his job, it would be suitable for him to make a bid
and then if he does get the project itself . . .

THE PRESIDENT: No, I don’t think he should engage in that work.

NOTE: As appears from the fore-
going Press Conference, I approved
the 1934 Emergency Crop and Feed
Loan (Public No. g7, 73d Congress;
48 Stat. g54) with the idea that
crop loans of this kind would be
tapered off. That part of the con-
ference which dealt with these loans
was made public as a direct state-
ment by me.

The Emergency Crop and Feed
Loan, authorized by the Act of the
previous Congress (Public No. 327,
n2d Congress, approved February
4, 1933) had appropriated $90,000,-
ooo for that purpose. The total
amount loaned out of that $9o,000-
0oo was about $54,3%76,000 distrib-
uted among 633,586 loans of an

average size of $go. Up to October
g1st, of 1937, only approximately
$47.417,000 had been collected on
account of this principal. This
means that on the average loan of
$90 there has been a loss even up to
date of $15.70 per loan. That is one
of the chief reasons for my reluc-
tance to approve the new bill.
However, the Act which was
signed by me with the foregoing
statement was made very necessary
by the fact that there were a sub-
stantial number of farmers whose
financial condition precluded them
from receiving short term agricul-
tural credit from existing sources.
Pursuant to this Act authorizing
$40,000,000 of loans, approximately
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$37,890,000 was loaned, of which the
sum of $28,400,000 was loaned to
farmers in States affected by the
1934 drought (see Items 81, 103, 147
of this volume). The total principal
collections on all the loans under
this Act up to October 31, 1937,

$23,418,000. The number of loans
made was 445,188, of an average
size of $85. The average loss per
loan to date has been $32.50.

For further loans of this charac-
ter, see Item 18 of Vol. IV and Item
25 of Vol. V.

amounted to approximately only

30 (A Recommendation for the Creation of the
Federal Communications Commission.
February 26, 1934

To the Congress:

I navE long felt that for the sake of clarity and effectiveness the
relationship of the Federal Government to certain services known
as utilities should be divided into three fields — transportation,
power and communications. The problems of transportation are
vested in the Interstate Commerce Commission, and the prob-
lems of power, its development, transmission and distribution, in
the Federal Power Commission.

In the field of communications, however, there is today no sin-
gle Government agency charged with broad authority.

The Congress has vested certain authority over certain forms
of communications in the Interstate Commerce Commission and
there is in addition the agency known as the Federal Radio Com-
mission.

I recommend that the Congress create a new agency to be
known as the Federal Communications Commission, such agency
to be vested with the authority now lying in the Federal Radio
Commission and with such authority over communications as
now lies with the Interstate Commerce Commission — the serv-
ices affected to be all of those which rely on wires, cables or radio
as a medium of transmission.

It is my thought that a new Commission such as I suggest
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might well be organized this year by transferring the present au-
thority of the Radio Commission and the Interstate Commerce
Commission for the control of communications. The new body
should, in addition, be given full power to investigate and study
the business of existing companies and make recommendations

to the Congress for additional legislation at the next session.

NOTE: The foregoing message was
based upon recommendations made
to me on January 23, 1934, by an
Inter-departmental Committee
which I had appointed in 1933.
The message sought legislation uni-
fying Federal control over various
types of communication in one Fed-
eral agency, instead of being di-

vided between the Federal Radio
Commission, the Interstate Com-
merce Commission and other agen-
cies. Pursuant to the foregoing rec-
ommendation, the Communications
Act of 1934 was passed by the Con-
gress and approved by me on June
19, 1934 (Public No. 416, #3d Con-
gress; 48 Stat. 1064).

31 (“Unemployment Must Be Faced on More
Than One Front” —White House Statement on
a Plan for Relief. February 28, 1934

THE experience of the past nine months has shown that the prob-
lem of unemployment must be faced on more than one front.

Coincident with the plans for the demobilization of Civil
Works has been the development of a program to meet the pe-
culiar needs of three separate and distinct groups in want through
no fault of their own.

It has been found that these three groups fall into the follow-
ing classifications:

(1) Distressed families in rural areas.

(2) Those composing “‘stranded populations,” i.e., living in
single-industry communities in which there is no hope of
future reemployment, such as miners in worked-out
fields.

(3) The unemployed in large cities.
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The Administration will be guided by these groupings in ex-
pending the $950,000,000 recently appropriated by Congress.

The care of needy persons in rural areas is a problem quite dis-
tinct and apart from that of the industrial unemployed. Their
security must be identified with agriculture. They must be
placed in positions of self-support. In many parts of the country
this calls for a change from commercial farming and dependence
upon a single cash crop, to the raising of the various commodities
needed to maintain the family.

Relief funds, therefore, will be expended on behalf of rural
families in a manner and to an extent that will enable them to
achieve self-support. Work for wages from relief funds is not an
essential part of this phase of the program and will be provided
only insofar as it is necessary to accomplish the primary objective.
No encouragement of an extension of competitive farming is con-
templated, but rather the placing of thousands of persons, who
have made their living from agriculture, into a relationship with
the soil that will provide them a security they do not now enjoy.

Some of the methods to be employed include building, or re-
building, to provide adequate farm homes; providing seed and
stock for other than commercial purposes, and furnishing oppor-
tunities to these workers to earn modest cash incomes through
part-time or seasonal employment in small industrial enterprises.
There should also be a planned distribution of the regular jobs
on highways; in the national and State parks and forests, and
other public work prosecuted in agricultural communities.

The plan calls for complete cooperation with the Department
of Agriculture, and with the State and county agricultural de-
partments throughout the country. It substitutes for direct relief
an opportunity to obtain and maintain self-support in an accus-
tomed environment, and completely divorces relief activities in
rural areas from those in the cities.

Only a careful survey can determine the number of families
included in “‘stranded populations,” but there are sufficient data
already collected to indicate a situation of substantial propor-
tions. The solution of the problem of these families involves their
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physical transplanting, in a large majority of cases, since the areas
in which they are concentrated offer neither future employment
at wages nor opportunities for self-support through agriculture.

It is planned to explore this difficult situation and, in collabo-
ration with the Subsistence Homesteads Division of the Depart-
ment of the Interior, and with other Federal and local agencies,
to devise and apply definite remedial measures which will affect
an appreciable number of these families. These measures will be
directed, first, at maintenance on small tracts of land and, then, at
the development of supplemental industrial opportunities to pro-
vide for a normal standard of living.

The needy unemployed living in cities and towns and who, in
the course of coming months, may reasonably look forward to
regular jobs, are entitled to, and should receive, insofar as possi-
ble, adequate assurance of means to maintain themselves during
the balance of the period of their enforced idleness. The Federal
Government, both in its relief measures and in its Civil Works
program, now nearing completion, has been meeting an emer-
gency situation.

Direct relief as such, whether in the form of cash or relief in
kind, is not an adequate way of meeting the needs of able-bodied
workers. They very properly insist upon an opportunity to give
to the community their services in the form of labor in return for
unemployment benefits. The Federal Government has no inten-
tion or desire to force either upon the country or the unem-
ployed themselves a system of relief which is repugnant to Amer-
ican ideals of individual self-reliance. Therefore, work programs
which would not normally be undertaken by public bodies, but
which are at the same time outside of the field of private industry,
will be projected and prosecuted in and near industrial com-
munities. Labor on those projects will not be expected of de-
pendent members of the community who are unable to work, but
will be confined to those needy unemployed who can give ade-
quate return for the unemployment benefits which they receive.

Work will be given to an individual for a period not to exceed
six months. This is in order that it may not be considered, or
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utilized, as a permanent method of support. It will be adminis-
tered by and under the direction of those responsible for the un-
employment relief activities in industrial communities.

Every effort will be made to continue opportunities for work
for the professional groups in need — teachers, engineers, archi-
tects, artists, nurses, and others.

This program expresses a conviction that industrial workers
who are unemployed and in need of relief should be given an op-
portunity for livelihood by the prosecution of a flexible program
of public works. The several States will be aided, as the Federal

relief law provides, in the financing of this enterprise.

NOTE: The foregoing statement
outlined the general future plans
and objectives for the relief of the
unemployed of the Nation.

While the Civil Works Admin-
istration (see Item 155A, Vol. II)
was carrying on its work relief pro-
gram during the winter of 1933-
1934, F.E.R.A. funds granted to the
States were being used chiefly for
direct relief.

On January 27, 1934, I sent a
special message to the Congress re-
questing additional appropriations
of $950,000,000 for F.E.R.A. and to
continue C.W.A. until the date set
for its termination. This sum was
appropriated February 15, 1934.
(Pub. No. 93, 73d Congress; 48 Stat.
351.)

Upon the dissolution of the
C.W.A. (see Item 155A, Vol. II) the
F.ER.A. again fostered large-scale
work relief. Its operation was called
the Emergency Work Relief Pro-
gram, to which a large number of
C.W.A. projects and employees were
transferred. By April, 1934, more

than a million persons were em-
ployed by it, and by January, 1935,
its employment peak of 2,500,000
was reached. However, during this
period, more cases were receiving
direct relief than work relief.

By this time a real effort was
being made to adapt work relief to
the occupational skills and varying
characteristics of the unemployed
to whom assistance was being given.
Special groups of persons were given
specific activities which fitted in
with their past training and quali-
fications, such as the Emergency
Education Program and the Stu-
dent Aid Program. Individual effort
was being made to reach such di-
versified classes as drought-stricken
farmers, and other rural groups, the
great numbers of transients, unem-
ployed teachers, artists, musicians
and other white collar classes.

The next great step in the pro-
gram of relief was taken by the or-
ganization, in 1985, of the Works
Progress Administration (see Vol.
1V, Items 54, 479, 85).
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32 (A Recommendation for Legislation to
Guarantee Principal on Home Owners Loan
Bonds. March 1, 1934
To the Congress:

ON january 10th I recommended to the Congress the passage
of legislation guaranteeing the principal as well as the interest of
the $2,000,000,000 of bonds authorized for the refinancing of
agricultural indebtedness.

I now recommend that the Home Owners Loan Act be simi-
larly amended. The purpose of such legislation, as in the case of
farm financing, will be to assure the continued progress on a self-
sustaining basis of the making of loans for the purpose of refi-
nancing home mortgages without interruption. There is the same
reason for acknowledging publicly what already amounts to a
moral obligation in respect to these bonds as there was in the
case of bonds authorized to be issued through the Farm Credit
Administration.

By making provision for an exchange of the new type of bonds
guaranteed as to principal as well as interest for those already is-
sued, those mortgagees who have shown their willingness to co-
operate with the Government’s program by accepting the origi-
nal bonds will be placed on an equal footing with mortgagees
who will hereafter obtain the fully guaranteed obligations pro-
posed by this legislation.

Out of the funds which may be made available as a result of
the proposed guarantee of principal of these bonds, the Home
Owners Loan Corporation should be enabled to extend further
assistance for the modernization of homes as well as for the mak-
ing of repairs. Authority should also be given to the Home Own-
ers Loan Corporation to purchase bonds of the Federal Home
Loan Banks, thus enabling the Corporation to make funds avail-
able to those banks and to Building and Loan Associations which
are in need of financing in order to encourage private building.
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NOTE: The recommendations and 74 of Volume II) were adopted
which I made in the foregoing mes- by an act approved April 27, 1934
sage for legislation to guarantee (Public No. 178, 73d Congress;
principal on Home Owners Loan 48 Stat. 643).

Corporation bonds (see Items 39

33 (Request for Authority to Consummate
Reciprocal Trade Agreement for the Revival
of Foreign Trade. March 2, 1934

To the Congress:

AM REQUESTING the Congress to authorize the Executive to
enter into executive commercial agreements with foreign
Nations; and in pursuance thereof, within carefully guarded
limits, to modify existing duties and import restrictions in
~such a way as will benefit American agriculture and indus-
try. This action seems opportune and necessary at this time for
several reasons. |

First, world trade has declined with startling rapidity. Meas-
ured in terms of the volume of goods in 1933, it has been reduced
to approximately 70 percent of its 1929 volume; measured in
terms of dollars, it has fallen to g5 percent. The drop in the for-
eign trade of the United States has been even sharper. Our ex-
ports in 1933 were but 52 percent of the 1929 volume, and 32 per-
cent of the 1929 value.

This has meant idle hands, still machines, ships tied to their
docks, despairing farm households, and hungry industrial fam-
ilies. It has made infinitely more difficult the planning for eco-
nomic readjustment in which the Government is now engaged.

You and I know that the world does not stand still; that trade
movements and relations once interrupted can with the utmost
difficulty be restored; that even in tranquil and prosperous times
there is a constant shifting of trade channels.

How much greater, how much more violent is the shifting in
these times of change and of stress is clear from the record of cur-
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rent history. Every Nation must at all times be in a position
quickly to adjust its taxes and tariffs to meet sudden changes and
avoid severe fluctuations in both its exports and its imports.

You and I know, too, that it is important that the country pos-
sess within its borders a necessary diversity and balance to main-
tain a rounded national life, that it must sustain activities vital to
national defense and that such interests cannot be sacrificed for
passing advantage. Equally clear is the fact that a full and per-
manent domestic recovery depends in part upon a revived and
strengthened international trade and that American exports can-
not be permanently increased without a corresponding increase
in imports.

Second, other Governments are to an ever-increasing extent
winning their share of international trade by negotiated recip-
rocal trade agreements. If American agricultural and industrial
interests are to retain their deserved place in this trade, the Amer-
ican Government must be in a position to bargain for that place
with other Governments by rapid and decisive negotiation based
upon a carefully considered program, and to grant with discern-
ment corresponding opportunities in the American market for
foreign products supplementary to our own.

If the American Government is not in a position to make fair
offers for fair opportunities, its trade will be superseded. If it is
not in a position at a given moment rapidly to alter the terms on
which it is willing to deal with other countries, it cannot ade-
quately protect its trade against discriminations and against bar-
gains injurious to its interests. Furthermore a promise to which
prompt effect cannot be given is not an inducement which can
pass current at par in commercial negotiations.

For this reason, any smaller degree of authority in the hands
of the Executive would be ineffective. The executive branches of
virtually all other important trading countries already possess
some such power.

I would emphasize that quick results are not to be expected.
The successful building up of trade without injury to American
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producers depends upon a cautious and gradual evolution of
plans.

The disposition of other countries to grant an improved place
to American products should be carefully sounded and consid-
ered; upon the attitude of each must somewhat depend our fu-
ture course of action. With countries which are unwilling to
abandon purely restrictive national programs, or to make con-
cessions toward the reestablishment of international trade, no
headway will be possible.

The exercise of the authority which I propose must be care-
fully weighed in the light of the latest information so as to give
assurance that no sound and important American interest will be
injuriously disturbed. The adjustment of our foreign trade rela-
tions must rest on the premise of undertaking to benefit and not
to injure such interests. In a time of difficulty and unemployment
such as this, the highest consideration of the position of the dif-
ferent branches of American production is required.

From the policy of reciprocal negotiation which is in prospect,
I hope in time that definite gains will result to American agricul-
ture and industry.

Important branches of our agriculture, such as cotton, tobacco,
hog products, rice, cereal and fruit-raising, and those branches
of American industry whose mass production methods have led
the world, will find expanded opportunities and productive ca-
pacity in foreign markets, and will thereby be spared in part, at
least, the heartbreaking readjustments that must be necessary if
the shrinkage of American foreign commerce remains permanent.

A resumption of international trade cannot but improve the
general situation of other countries, and thus increase their pur-
chasing power. Let us well remember that this in turn spells in-
creased opportunity for American sales.

Legislation such as this is an essential step in the program of
national economic recovery which the Congress has elaborated
during the past year. It is part of an emergency program neces-
sitated by the economic crisis through which we are passing. It
should provide that the trade agreements shall be terminable
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within a period not to exceed three years; a shorter period prob-
ably would not suffice for putting the program into effect. In its
execution, the Executive must, of course, pay due heed to the
requirements of other branches of our recovery program, such as
the National Industrial Recovery Act.

I hope for early action. The many immediate situations in the
field of international trade that today await our attention can
thus be met effectively and with the least possible delay.

NOTE: The Democratic National
Platform of 1932 stated: “We ad-
vocate . . . reciprocal tariff agree-
ments with other Nations, . . .”

Pursuant to the foregoing mes-
sage, an act entitled “An act to
amend the tariff act of 1930” (Pub-
lic No. 316, #3d Congress) was
passed by the Congress and ap-
proved by me on June 12, 1934,
which is commonly referred to as
the “Trade Agreements Act.”

It authorized the President, for a
period of three years, to enter into
trade agreements with foreign Na-
tions, in order to secure outlets for
American products. In order to
bring about this result, the Presi-
dent was authorized to proclaim
modifications of duties and other
import restrictions, up to 50 per-
cent of existing rates. The President
was also authorized to deny the
benefits of such lower rates to the
products of those countries which
discriminated against the commerce
of the United States.

The program of negotiating trade
agreements has been carried out
since this date under the general
supervision of the Secretary of State.
Questions of general policy are con-

sidered by the Executive Commit-
tee on Commercial Policy. (See Vol.
II, Item 160.)

The Executive Committee on
Commercial Policy established as a
sub-committee the Interdepartmen-
tal Committee on Trade Agree-
ments, on which are representatives
of the Departments of State, Com-
merce, Agriculture, Treasury, the
Tariff Commission, and originally
the Special Adviser to the President
on Foreign Trade.

This Committee on Trade Agree-
ments is the central operating
agency in preparing for and negoti-
ating trade agreements.

Pursuant to the provisions of the
statute, public notice of the inten-
tion to enter into a reciprocal trade
agreement with any foreign coun-
try is given so as to allow all inter-
ested parties an opportunity to pre-
sent their objections or suggestions
or general views with respect to any
proposed agreement.

The procedure as to such notice
and presentation of views is set forth
in Executive Order No. 6750, June
247, 1934, printed as Item 111, this
volume. For the purpose of receiv-
ing the presentation of such views
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a separate Committee for Reciproc-
ity Information was established on
July 3, 1934.

The first public notice of inten-
tion to negotiate an agreement was
given on July 3, 1934, for Cuba.
That treaty was proclaimed on Au-
gust 24, 1934. Between that first
treaty and the expiration date of
the original Act, June 12, 1934, pub-
lic notices of intention to negotiate
trade agreements were given for
nineteen countries. As of July 15,
1937, agreements have finally been

concluded with sixteen countries, all

of which were effective by August
2, 1937. The order in which the
agreements were signed was: Cuba,
Brazil, Belgium, Haiti, Sweden, Co-
lombia, Canada, Honduras, The
Netherlands, Switzerland, Nica-
ragua, Guatemala, France and its
colonies, Finland, Costa Rica and
El Salvador.

Our trade with these sixteen
countries in 1934 constituted almost
38 percent of our total foreign trade.
In 1929 our trade with these coun-
tries aggregated $3,600,000,000; by
1934 it had dropped to $1,400,000,-
000.

The increase in our exports from

1935 to 1936 was about $140,000,-
ooo. It is of course impossible to
state how much of that increase was
due to reciprocal trade agreements.
There is no question, however, that
these agreements have substantially
increased our foreign trade.

For instance, our exports to the
twelve countries with which agree-
ments were in force for the last six
months of 1936 were almost 14 per-
cent greater during 1936 than dur-
ing 1935; whereas, our exports to
other countries during the same pe-
riods increased only 4.3 percent.
Our exports to Belgium increased
by over $11,000,000, or 24 percent
during the first year under the Bel-
gian agreement, as compared with
the preceding year. During 1936, the
first year of the Canadian Trade
Agreement, our exports to that
country increased by nearly $61,-
000,000.

These examples indicate the tan-
gible results of these trade agree-
ments in dollars and cents. But
there have been even greater and
more far-reaching intangible effects
which are measured in terms of the
spirit of peace and of more friendly
relations between Nations.
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34 (A Promise Fulfilled—The First Step
toward Independence for the Philippine
Islands. March 2, 1934
To the Congress:

Ovzr a third of a century ago the United States as a result of a
war which had its origin in the Caribbean Sea acquired sover-
eignty over the Philippine Islands, which lie many thousands of
miles from our shores across the widest of oceans. Our Nation
covets no territory; it desires to hold no people against their will
over whom it has gained sovereignty through war.

In keeping with the principles of justice and in keeping with
our traditions and aims, our Government for many years has
been committed by law to ultimate independence for the people
of the Philippine Islands whenever they should establish a suit-
able Government capable of maintaining that independence
among the Nations of the world. We believe that the time for
such independence is at hand.

A law passed by the Seventy-second Congress over a year ago
was the initial step, providing the methods, conditions and cir-
cumstances under which our promise was to be fulfilled. That
Act provided that the United States would retain the option of
keeping certain military and naval bases in the Islands after actual
independence had been accomplished.

As to the military bases, I recommend that this provision be
eliminated from the law and that these bases be relinquished
simultaneously with the accomplishment of final Philippine in-
dependence.

As to the naval bases, I recommend that the law be so amended
as to provide for the ultimate settlement of this matter on terms
satisfactory to our own Government and that of the Philippine
Islands.

I do not believe that other provisions of the original law need
be changed at this time. Where imperfections or inequalities
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exist, I am confident that they can be corrected after proper hear-
ing and in fairness to both peoples.

May I emphasize that while we desire to grant complete inde-
pendence at the earliest proper moment, to effect this result with-
out allowing sufficient time for necessary political and economic
adjustments would be a definite injustice to the people of the
Philippine Islands themselves little short of a denial of inde-
pendence itself? To change, at this time, the economic provisions
of the previous law would reflect discredit on ourselves.

In view of the fact that the time element is involved, I suggest
that the law be amended as I have above suggested and that the
time limit for the acceptance of the law by the proper authorities
and by the people of the Philippine Islands be sufficiently ex-
tended to permit them to reconsider it.

For thirty-six years the relations between the people of the
Philippine Islands and the people of the United States have been
friendly and of great mutual benefit. I am confident that if this
legislation is passed by the Congress and accepted by the Philip-
pines we shall increase the mutual regard between the two peo-
ples during the transition period. After the attainment of actual

independence by them, friendship and trust will live.

NOTE: On October 17, 1933, the
Philippine Legislature declined to
accept the Hawes-Cutting Act (Pub.
No. g11, 72d Congress) which had
been passed by the Congress over
President Hoover’s veto on Janu-
ary 147, 1933. In a message dated
January 8, 1934, I transmitted this
Concurrent Resolution of refusal
to the Congress.

On March 2, 1934, I sent the fore-
going message to the Congress, rec-
ommending that legislation be en-
acted to grant the Philippine Islands
their independence. In this message
I recommended certain changes in
the provisions of the Hawes-Cutting

Act, with regard to military and
naval bases.

In conformity with my recom-
mendations the Tydings-McDuffie
Act (Public No. 127, 73d Congress;
48 Stat. 456) was passed by the Con-
gress and signed by me March 24,
1934, pr